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Tus course, prepared with the co-operation of a 
Special Commitee of the Institute of Internal 
Auditors, is designed for the accounting executive who 
wants to build, or rebuild, an adequate organization. 


The text treatment is broad and comprehensive. 
Technicalities of internal accounting and auditing 
are well balanced against control, interpretation, 
budgets, standards, charts, and modern concepts of 
management control including compliance with 
policies, laws and contracts, and the appraisal of 


people and results. 
Numerous flow charts and diagrams enliven the text. 


The lesson material includes two comprehensive 
check-lists. The first is in the form of an internal 
control questionnaire. The second is represented by 
a detailed program of internal audit. Both have been 
checked and re-checked by outstanding authorities. 


The course is available on a group basis through the 
sponsorship of employers. Price of each course, in- 
cluding binder, twenty substantial lessons, twenty 
examinations, full CPA grading service, and twenty 
model answers, is $50, (less 10% for cash), divisi- 
ble between employer and employee if so desired. 
Portion of cost assumed by company is tax deductible. 


A request on your letterhead will bring further in- 
formation about the course, the thrifty incentive 
tuition plan which insures substantial completions, 
and the transfer privilege which protects the em- 
ployer against loss on the occasional non-completion. 
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If you’re concerned about rising office 
costs, don’t overlook this: Time-and-a- 
half for overtime applies to the girls in 
accounting no less than to the workers 
on the production line. And don’t over- 
look this, either: Your office people can’t 
be really productive and efficient with- 
out modern machines and methods any 
more than your plant people can. 


That's why it’s so important—and so 
profittable—to make your office the 


WHEREVER THERE’S BUSINESS THERE'S Burroughs 
Re 


equal of your plant in mechanized 
efficiency. There’s no problem about 
excessive overtime, then. There’s no 
delay about vital reports and statistics. 
Your people can do their work in so 
much less time that office production 
goes way up—office costs way down! 


Why not call in your local Burroughs 
representative today for a discussion of 
your office problems? Burroughs Add- 
ing Machine Company, Detroit 32. 
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THE MARK OF SUPERIORITY e 
IN MODERN BUSINESS MACHINES 





THE WAVY LINES @® ARE 
A LAMONTE TRADE-MARK 


Why is LaMonte Safety 
Paper so widely recognized as 
the outstanding product in the 
field of check protection? 


Why has La Monte Safety Paper 
been used for decades by the 
great majority of America’s 
leading banks and corporations? 


© The answer lies perhaps, to no 

‘ small degree, in the fact that 

George LaMonte & Son have 

= - specialized in the production 

; and development of one prod- 

uct—and only one product— 

: , safety paper, for more than 
. three-quarters of a century. 


von GEORGE LA MONTE & SON 


% NUTLEY + NEW JERSEY 


SAFETY PAPER FOR CHECKS 
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Don't be ambushed by inventories 


You can easily get scalped in the backwoods of your in- 
ventories unless you know the terrain like the palm of 
your hand 





There’s that dangerous passage between the time it 
takes to compile ail] your inventory facts and the time it 
takes to readjust schedules for your men, machines and 
materials. And if lowered volume lurks in lines where you 
least expect it, rising costs can tomahawk your profit ? 
margin without warning. 
McBee helps you to protect the continuity of your 
business by forestalling the surprise element in cancel- 
lations. 











Keysort cards and machines make it possible for you 
to key your inventory to schedules . . . make certain you 
have enough of the right materials at the right times. . . 
and are not overstocked with slow moving items. 

Have the facts at your fingertips fast and fresh. All the 
facts about sales or cancellations, production or person- 
nel, cost or control. 

McBee can show you how to do it easily, economically, 
quickly. There’s a McBee man near you. Ask him to drop 
in—or write us. 


KEYSORT is easy to learn, 

easy to use, requires no special- 
i ized job training...increases the 
— individual work output without 

increase of individual effort. 


5) THE McBEE COMPANY 


SOLE MANUFACTURERS OF KEYSORT — THE MARGINALLY PUNCHED CARD 
295 Madison Avenue, New York 17, N.Y. Offices in principal cities 





BIRD’S-EYE VIEW OF THE JUNE ARTICLES 
AND CONTRIBUTORS 


CONTROL AND AUDIT OF DEFECTIVE WORK, SPOILAGE, SCRAP, AND WASTE. 
By ELMER BAILEY 


The Internal Auditor’s responsibility for protecting company assets and see- 
ing that they are properly accounted for often leads necessarily to appraisal 
of the internal controls and even appraisal of certain operations 

Mr. Bailey’s article illustrates this procedure with respect to a specific group 
of activities in which the possibilities of substantial savings are frequently 
overlooked. 


Mr. Bailey is Special Assignment Auditor in the Procedures and Methods 
Section of the Comptroller’s Staff, General Motors Corporation 


This informing paper was voluntarily contributed by Mr. Bailey for pub- 
lication in The Internal Auditor. 


THE RESPONSIBILITY OF INTERNAL AUDITING FOR IMPROVING ACCOUNTING 
REPORTS TO MANAGEMENT. 


By JOHN B. THURSTON 
This is the second part of a paper the first part of which appeared in the 
March issue. , 


Mr. Thurston, well known to most of our membership, is associated with 
Wallace Clark & Company, Consulting Management Engineers 


The paper was delivered at a meeting of the New York Chapter 


INTERNAL AUDIT OF THE PURCHASING FUNCTION. 
By J. O. SAMANS 


The science of purchasing, the organization of a Purchasing Department, 
purchasing records, contracts and buying arrangements, and the internal 
auditing of these activities are discussed in this paper. 


Mr. Samans is Chief of the Office Methods Division of Atlantic Refining 
Company. 


The paper was delivered at a meeting of the Philadelphia Chapter. 


SUMMARY OF A NEW YORK CHAPTER PANEL MEETING. 


This brief summary will undoubtedly be found of interest, since it concisely covers 
the preparation of reports and supporting working papers. 
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In businesses as different as Laundries... 


National Mechanized Accounting saves up to 





Daily, new users in every type of business turn to Na- 
tional Mechanized Accounting for fast, efficient service. 


In addition, they get savings up to 309%! Savings which 

often pay for the whole National installation in the first 

year — and then go on from year to year. Some of these 

concerns are large, others employ but 50. Could you cut ae ees « aoeene Gaeeeaes 
costs correspondingly? Check with your local National ae 


representative — it’s the best way to find out. 


THE NATIONAL CASH REGISTER COMPANY, DAYTON 9, OHIO 
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AUDITORIALLY SPEAKING 


THE GENERAL NATURE OF EDUCATION 


I dealing with education, a distinction should be made between a 
knowledge of facts and techniques, and the ability to think and ex- 
press. Obviously, education is not a mere matter of facts and techniques. 
One who memorizes the Bible, the World Almanac, and the Encyclo- 
paedia Britannica would do well on the “Information Please” program, 
but he would not be educated. Any educational program should therefore 
concentrate on the development of ability to think and express. 

In the final analysis, it is a subjective process; every person must 
educate himself. What we call educators are, in fact, only educational 
directors. The teacher merely directs the efforts of the pupil; the bulk 
of the struggle must be that of the student. 

Education should be characterized by breadth rather than by in- 
tensity. The latter is conducive to narrowness and the narrow fellow is a 
dull fellow. Any educational program, however technical, should be 
predicated on basic courses of broad cultural significance. 

The educational processes, in the narrow sense, may be limited to 
formal or school education. In a broader sense, however, education covers 
the full span of life and includes what the educator now calls adult educa- 
tion. Life is a matter of continuous change, and unless the adult studies 
and continues to develop, he may, as a result of economic and social 
change, find that his education has been repealed. 

James L. Dohr, 
Professor of Accounting, 
Columbia University. 
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The IBM Check .. . 


AUTOMATICALLY 
Prepared—Controlled—Reconciled 


The increasingly extensive use of the IBM Check in banking, business, and 
government is evidence of its value. Issuance, reconciliation, and totaling 
are facilitated through its use. This automatically prepared check has the 
same advantages whether used for payroll, dividend disbursement, ac- 
counts payable, or any other accounting function. 


Primary information printed on the check is recorded also in the form of 
punched holes. This results in many advantages: 


Automatic reconciliation of bank statements 
Automatic listing of outstanding checks 
Automatic balancing of bank charges 
Reduction of preparation costs 

Reduction of reconciliation costs 

Reduction of manual clerical operations. 


IBM Electric Punched Card Accounting Machines prepare and process 
these checks as well as all reports and records necessary to disbursement 
accounting. This equipment is equally adaptable to all other accounting 
procedures. 


A booklet describing an application of the IBM Check is available upon 
request. For information on any application of the IBM Accounting 
Method, ask our local representative to call. IBM offices and Service 
Bureaus are conveniently located in principal cities throughout the country. 








ELECTRIC PUNCHED CARD ACCOUNTING MACHINES 


PROOF MACHINES ... SERVICE BUREAUS... ELECTRIC TYPEWRITERS... 
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TIME RECORDERS AND ELECTRIC TIME SYSTEMS 


International Business Mochines Corporation, World Headquarters Building, 590 Madison Avenue, New York 22, W. Y. 





THE PRESIDENT’S PAGE 


INCE the last issue of The Internal Auditor, three new Chapters have 

been formally authorized. We are pleased to welcome London, Eng- 
land, which was organized on February 27th; Baltimore, Maryland, or- 
ganized on March Ist; and Houston, Texas, organized on March 25th. 
The rapidly increasing membership and the formation of new Chapters 
is not only encouraging to the officers of The Institute and the little group 
of pioneers who were responsible for its organization, but it is also a testi- 
monial to the soundness of their judgment and the real need for an 
association of this kind. 


While most of the larger companies have recognized the value of 
internal auditing as a tool of management and are using it to an increasing 
degree, there are many medium sized and small companies who have not 
yet become fully acquainted with its worth when organized in accordance 
with current concepts. 


Internal auditors employed by these smaller companies have an im- 
portant task to perform; and that task is to prove by demonstrated prac- 
tice the value of internal auditing when organized at the Management 
level. 


The auditor’s first step is to take an honest inventory of his qualifi- 
cations to make sure that he has kept pace with his profession and is able 
to render the broad services which management has the right to expect. 
Present day concepts demand so much more from the internal auditor 
than formerly that most of us can profit from serious reading and re- 
searching. 


The next step for the auditor is to search out ways and means by 
which he can make his services more useful to his management. This calls 
for a broad and thorough study of the functions of his company, and by 
doing a little more constructive auditing than is presently required ; or by 
doing that which is required a little better than it has previously been 
done. 


The third step is to develop a management perspective so that he may 
view the problems encountered from a realistic angle and thereby be able 
to formulate practicable conclusions and recommendations; he must di- 
vorce himself from narrow and theoretical viewpoints and acquire the 
ability to exercise sound managerial judgment. 
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for office accounting 


Speed with proved accuracy is the only measure 
of rapid figure production. And only with the 
new 96 automatic Printing Calculator do you 
achieve this true speed. It’s three ways faster! 


Faster — with the printed tape. A quick glance 





shows every factor, tells you you're right — right 
away! Faster — with automatic division, elec- 





trified multiplication, addition and subtraction, 
and the famous 10-key touch control keyboard. 
Faster — with automatic completion and clear- 
ance of every problem. 


And here’s a speed bonus — electrified cycling 
and printing — faster than ever before! Your 
local Remington Rand representative will give 
you the complete story. Phone him today. 


Write t day for “FACTS about 
office figures” to Remington 
Rand, Dept. [A-6, 315 Fourth 
Avenue, New York 10, N. Y. 






Clocked at flying speeds 
of 180 m.p.b., the duck hawk 
moves faster than any other 


self-propelled being. 


“fully automatic proof on the printed tape” 


FACTS ABOUT PROOF — Immediate proof of accu- 
racy on the printed tape. Clipped to your work, 
it’s a permanent record for all time. 


FACTS ABOUT CONTROL — Easy-to- ot TYPE, 


& 


~~ 
use 10-key keyboard and logically =, % 
. f é i 
placed feature keys give operator 3 | > Eas 
°« ° - dé i 
positive, simplified control of the os ourelieas * 
ae 


%, 
most complex calculation. ingiow 
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I would caution all Chapter officers and governors to guard jealously 
the qualitative character of their programs so that they may be highly 
instructive and interesting to the membership. The programs should be 
carefully and thoughtfully prepared and presented by capable speakers, 
in order that the members may derive material benefits from their at- 
tendance. 


I would also like to see a live and active reception committee func- 
tioning in each Chapter, so that new members may be duly welcomed, 
introduced, and made to feel that they have become associated with one 
of the finest groups of seriously minded professionals in the country; for 
that is our reputation and we want to maintain it. 


The Institute’s second regional conference was held at Cleveland 
on March 24th. This new activity was initiated by the Chicago Chapter 
last year and proved so worth-while that it was decided to make it an an- 
nual event. The Cleveland committee did a fine job and the conference 
was well attended. These regional conferences provide an opportunity, 
for those members who cannot attend the National Conference, to obtain 
some of its benefits on a smaller scale. 


Next year we hope to expand this activity by holding three regional 
conferences ; one in the East, one in the Middle West, and one in the Far 
West. From the accumulated experience gained from previous confer- 
ences we can assure the membership that these meetings will be events 
one cannot afford to miss. 


Our Seventh Annual Conference will be held in Chicago on October 
17, 18 and 19. The Chicago members, under the able leadership of 
Charlie Hill, are working hard to make this coming event the best that 
The Institute has presented to its members. Now is the time to make your 
plans for attending. 
—E. H. C. 











PREVIEW OF THE SEVENTH 
ANNUAL CONFERENCE 

\ R. CHARLES J. HILL, General Chairman of the Seventh Annual 

Conference, gives us the following preview of the 1948 Conference 


of The Institute of Internal Auditors, to be held at the Sheraton Hotel in 
Chicago, on October 17, 18 and 19, 1948. 


The general Conference theme will be: “INTERNAL AUDITORS 
LOOK AHEAD.” The program, as tentatively outlined, is: 


Sunday—October 17 


Afternoon 

An informal gathering and cocktail party has been planned, at which 
time members will have an opportunity to renew old acquaintances and 
meet new members socially. Ladies are invited. 


Monday—October 18 


Forenoon—Business Meeting 


Welcoming address; reports from Institute Officers and Committees ; 
election of Officers and Directors, and the appointment of Committees 
for the 1948-1949 Institute year. 


Noon—Luncheon 

A fternoon—T ec hnical Session 

Theme of this session will be, “CHALLENGING AUDIT PRAC- 
TICES AND PROCEDURES.” Three papers are to be presented as 
follows: 


1. Report Writing 
2. Research (methods, selection and training) 
3. Goals and Standards 


Evening—Reception and Annual Dinner 


Members and guests will be addressed by a well-known speaker on a 
subject of current interest. There will be the usual entertainment 
throughout the evening. 
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Tuesday—October 19 


Forenoon—T echnical Session 


The theme will be, “INTERNAL AUDITING IN ACTION.” At this 
session it is planned that members and guests shall meet by Industry 
Groups, with speakers on subjects of specific interest to each group. 


Noon—Luncheon 


This session will be addressed by an outstanding international econo- 
mist and writer. 


Afternoon—Technical Session 


Theme of this session will be, “SPECIAL PROBLEMS OF INTER- 
NAL AUDITING.” The three papers to be presented include: 


(a) Auditing and Machine Accounting. 
(b) Education in Specialized Areas. 


(c) Intelligent Application of Auditing Practices and Procedures. 


Special Meeting 


Directors and Chapter representatives will have an opportunity to meet 
Sunday, October 17, to review the year’s achievements and the future 
plans as outlined for continued development of The Institute. 


General Information 


Arrangements are being made for the entertainment of members and 
guests; and a special program is being planned for the ladies during 
their stay in Chicago. 


As has been the custom in previous years, informative and educational 
exhibits of office machines, equipment, forms and services will be dis- 
played at a location convenient to the Conference rooms. 


The Hotel Reservations Committee has reserved ample hotel accommo- 
dations for all members and guests, and all Committees have pledged 
to make this the most successful Institute Conference to date. 
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CONTROL AND AUDIT OF DEFECTIVE 
E 
By ELMER BAILEY 


SPECIAL ASSIGNMENT AUDITOR 
GENERAL MOTORS CORPORATION 





E. MER Baitey was born in Lorain, Ohio, and attended the public schools 
of that city. After moving to Detroit, Michigan, he studied accounting at 
the Business Institute, completed a correspondence course with the Inter- 
national Accountants Society and then attended the Detroit Institute of 
Technology, graduating with the degree of Bachelor of Commercial Science 


Mr. Bailey entered the service of Briggs Manufacturing Company as 
Cost Accountant and later held the same position at the Graham-Paige 
Motors Corporation. In 1939 he joined Montgomery Ward & Company 
of Chicago as auditor of cost-plus contracts. His association with General 
Motors Corporation began in 1942 as Traveling Auditor, later handling 
special assignments; in April, 1947 he transferred to the Procedures and 
Methods Section of the Comptroller's Staff. Mr. Bailey is a member of the 
Detroit Chapter of Tue InstiTUTE. 











EVERAL years ago there was an article in the newspapers about a 

wealthy man in Canada who tossed several thousand dollars out of 
his hotel window. He seemed to get a great deal of enjoyment out of 
watching people dash into the street and scramble for the money. The 
traffic jam and confusion that resulted appeared to be very amusing to 
him. Newspapers called this man eccentric, which is what they generally 
call a wealthy individual who acts as though he has lost his reason. 

I believe that, as a general rule, people working in many companies 
throughout the country do not think of themselves as eccentric—or, if 
not wealthy, just plain mentally unbalanced—but, are they not throwing 
money out the window when they cause needless and avoidable loss? 

Carelessly dropping small parts such as screws, nuts, bolts, washers, 
etc. on the floor, later to be swept up and cast into the incinerator, is 
throwing money out the window. In many instances small parts are 
costly; they may be made of copper, brass, aluminum or other costly 
materials. Losses due to careless handling of such parts may be con- 
siderable over the period of a year. 

Losses resulting from defective work or spoiled products caused by 
carelessness of machine operators, lax or inadequate inspection, incompe- 
tent supervision, use of wrong kind of materials, equipment, or worn-out 
tools, is throwing money out the window because such losses are avoid- 
able. Defective work and spoiled products result not only in loss of 
material, but also in loss of labor and overhead applied to the items. 
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Burning materials in the incinerator is throwing money out the 
window when such materials could be sorted, reclaimed, reused, or sold 
as scrap. During the paper shortage not long ago, when paper manu- 
facturers were crying for scrap paper, one particular company was 
burning tons of paper monthly, until the Internal Auditor called the 
management’s attention to the condition. 

These are just a few examples of throwing money out the window. 
I am sure that numerous other instances can be recalled. 

The type of losses just described are generally referred to in account- 
ing terms as Defective Work, Spoilage, Scrap, and Waste. This paper 
will cover a general review of such losses, their causes, and some of the 
things an internal auditor can do to prevent or minimize them. The 
approach to the subject is from the practical side rather than from a 
consideration of accounting theory or problems with which most account- 
ants are familiar; it is based on observations and knowledge of conditions 
in the shop relating to defective work, spoilage, scrap, and waste and on 
information obtained from shop and accounting personnel. 


DEFINITIONS 
Very often the terms Defective Work, Spoilage, Scrap, and Waste are 
used “loosely” when reference is made to these types of losses. There- 
fore, it is necessary to define the term to preclude any confusion when 
they are mentioned. 


In this paper the following definitions will be used: 


1. Defective work means products rejected at any point in the proc- 
ess of production because of some imperfection, but which can 
be reworked and brought up to standard specifications by using 
additional material or performing additional labor operations, or 
both. 

2. Spoilage denotes imperfect products rejected at any point in the 
process of production and which cannot be reworked; they are 
taken out of process and disposed of without the application of 
additional work. In certain industries such as rubber tires, 
hosiery, and apparel, some spoiled products can be sold as seconds. 
Other spoiled products can only be sold as scrap, or, as in the 
manufacture of castings, they can be used over again as raw 
material. 

3. Scrap is the surplus material or incidental residue from certain 

types of manufacture; usually it can be sold in the open market, 

used as raw material in certain operations, and occasionally used 
as supplies in some departments of a plant. 
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4. Waste is the valueless portion of raw materials remaining from 
manufacturing processes, or, the portion that is lost in processing 
and does not have a recovery value. The disappearance of raw 
materials in manufacturing processes may be through evaporation, 
dust, smoke, gas, etc. 


CAUSES 


The causes of defective work, spoilage, scrap and waste vary accord- 
ing to the type of operation. 


Defective Work and Spoilage 

Both defective work and spoilage frequently result from the same 
causes, their distinction depending upon the extent of the error. Some 
of the causes are: Carelessness of machine operators; lax or inadequate 
inspection; poor planning; incompetent supervision; failure to follow 
specifications or instructions; machines operated at improper speeds; 
failure to train machine operators properly; too rigid inspection limits; 
use of wrong kind of materials; and use of worn-out tools or unsuitable 
equipment. 


Scrap 

A large portion of scrap comes into existence from the performance 
of certain manufacturing operations or processes. In metal industries, 
scrap results from such operations as cutting, turning, punching, boring, 
etc.; in leather and apparel industries from cutting and trimming; in the 
glass industry from cutting and breakage. In foundries, sprue, gate, and 
broken or defective castings become scrap. Other causes of scrap are: 
(1) mutilation of obsolete, imperfect, or excess products and worn-out or 
obsolete tools and equipment, and (2) damaging materials in handling. 


Waste 


It has been mentioned that waste is considered as without value. A 
few illustrations of waste are as follows: 


1. In a glass manufacturing plant the adhesive or binding material 
used in the manufacture of safety glass prevents the reuse of 
broken safety glass which is therefore waste material. However, 
ordinary broken glass—not safety glass—is used in the manufac- 
ture of new glass, just as scrap iron is used in the manufacture of 
steel, and is classed as scrap. 

Tons of slag—a by-product of blast furnaces—used to be poured 
along the river banks, being looked upon as waste. Now slag can 
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be used successfully in the manufacture of Portland cement; in 
that case it becomes scrap inasmuch as it has value. 

3. At one coke manufacturing plant a big flame burns at the end of 

a pipe extending about 30 feet into the air. This excess gas—a 
by-product of coke manufacturing—is waste as far as the coke 
plant is concerned. 
At one time excess gas was sold io the city, but since the city 
converted to the use of natural gas, the company was unable to 
dispose of excess gas during warm weather. In cold weather, the 
excess gas is used to produce steam which is sold to a company 
adjoining the coke plant. In the latter case the excess gas is a 
by-product of the company. 


In recent years many waste materials have been converted to useful 
and profitable purposes by the application of scientific knowledge and 
technical skill. Materials that were once looked upon as waste and a 
nuisance are now a source of revenue to many companies. 


CONTROLS 


Accounting Records and Reports 

In reviewing the controls that may be used to reduce production 
spoilage, it will be found that the Accounting Department has a major 
responsibility in aiding management to control the cost of defective work, 
spoilage, scrap and waste. 

The control of those losses may be considered primarily a produc- 
tion problem and a responsibility of factory management. Correcting the 
causes of defective work and spoilage—whether it is the fault of the 
machine, operator, material, dies, or lack of inspecting production in 
process at various operations—is certainly the concern of production and 
factory executives. However, in order for management to control such 
losses, it must be informed promptly of what is happening. The function 
of informing management about the operations of the organization is a 
responsibility of the Accounting Department. Therefore, that Depart- 
ment must develop cost information and effective control procedures; it 
must prepare records and reports that will enable management to exercise 
control over all its operations; it must reveal the facts. 

Some time ago I was talking to the statistician of a large man- 
ufacturing company. It was this man’s job to study the various reports 
relating to the operations of the company and to point out where im- 
provements could be made. The general manager’s instruction to the 
statistician was, ““You tell me what is wrong and I will fix it.” 

Aggressive and alert management will do a good job of correcting the 
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causes or conditions responsible for excessive defective work, spoilage, 
scrap and waste, such as those mentioned, when the causes are reported. 
The accountant’s job is to make certain that the costs of those items are 
recorded in the books and reported to management. 

A recent advertisement in a national magazine by one of the manu- 
facturers of office equipment emphasizes the need for daily reporting of 
scrap. According to the advertisement this company has devised records 
for a system of reporting daily, to departments and individuals concerned, 
the reasons for scrap. Such reporting enables management immediately 
to correct the machine, metal, die or operation responsible for failures, 
thereby keeping scrap costs down where they belong. 

The reporting of information to management forms the basis for 
managerial control over operations. There are, however, other control 
features relating to defective work and spoilage. 


Specifications 

In order to utilize the maximum amount of raw materials in fabrica- 
tion or processing, the development of specifications should receive care- 
ful study. Consideration should be given to the use of offal from major 
parts for the production of minor parts that are being manufactured from 
new material or that are purchased finished. Specifications should be 
checked periodically with actual usage in the shop, and revised when 
necessary. 


Comparative Analyses 


Cost studies and analyses should be made of the use of materials, 
machinery and equipment to prevent excessive manufacturing costs or 
scrap. In one company it is the responsibility of the Cost Department to 
make thorough comparisons of the costs of manufacturing operations and 
processes used on one job with those used on similar jobs to determine 
that excessive manufacturing costs do not result. 


Standards 


Standards based on careful studies should be established for normal 
or unavoidable quantities of defective work, spoilage, scrap and waste, 
against which actual performance can be measured. 

In one particular company, the Production Control Department com- 
putes from specifications the quantities of materials required for approved 
production schedules and releases only those quantities of materials to 
the manufacturing departments. If additional materials are required to 
complete schedules, because of excessive scrap, releases must be obtained 
from the Production Control Department. Such releases are issued only 
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after the scrap has been reported in a Scrap Material Report, thus assur- 
ing the reporting of scrap losses. 

In another company it is the practice to charge additional purchases 
for replacement of standard parts (screws, nuts, bolts, washers, etc.) lost 
in process of production and handling, direct to expense. That practice 
is followed because purchases for replacement of materials lost or 
scrapped, if charged to inventory accounts, will result in a shortage at the 
annual physical inventory when such losses are not covered by scrap 
reports. 


Incentive Plans 

An increasing number of companies are finding it advantageous and 
possible to install incentive plans to combat the spreading indifference 
to costs among shop workers. Such plans are carefully worked out and 
are based on a sound measure of productive effort. Frequently they are 
developed by outside engineers and are then checked by the company’s 
personnel. The plan is explained and demonstrated in considerable detail 
to the workers and the union, and both must be thoroughly sold on it. 

Some companies have a practice of penalizing workmen whose care- 
lessness results in excessive defective work or spoilage. The penalty is 
in the form of a lay-off of from several hours to several days, depending 
upon the extent of the error, and is imposed with the union’s consent. 


Written Procedures 

An effective means of control over defective work and spoilage is the 
active use of written procedures. The procedures should describe the 
forms that are used, indicate the individuals assigned to sign the forms, 
and designate the responsibility of the various individuals connected with 
the activity. 

Written procedures, however, are of benefit as a means of control 
only if they are followed. No worthwhile purpose is served by the finest 
procedures written if they are merely filed away in a binder and for- 
gotten, or, if after a short period of use, employes are permitted to deviate 
from them. 


REPORTING 


An effective reporting procedure must begin at the points where pro- 
duction counts are made of completed operations, finished components, 
and finished products. Accurate counts should be made of finished pro- 
duction at the various counting points as well as of defective products to 
be reworked and spoiled products to be scrapped. The counts should be 
made by someone other than the workman involved or his foreman. 
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In many places counts are reported by the Inspection Department 
or designated production checkers. When counts are made by individuals 
responsible for production, it is possible that they may not report all 
products to be reworked or scrapped, and that may result either in a 
higher cost of good production or in a shortage when the annual physical 
inventory is taken. 

Suitable tags should be provided for reporting good production, de- 
fective products to be reworked, and spoiled products to be scrapped. 
Some companies control the movement of production from one location 
to another by means of move orders. Their material handlers are in- 
structed not to move material unless a move order, properly filled in, is 
attached to the material. 

Such counts should be reported to the Cost Accounting Department 
so that inventory accounts may be relieved to preclude inventory short- 
ages or charging cost of rework to good production. The reporting 
procedure should also provide for furnishing information to management 
daily with respect to the causes of defective work and spoilage, so that 
immediate corrective action may be taken. 


THE SALVAGE DEPARTMENT 


The salvage operation is one of the important functions to consider 
in connection with the study of ways and means to reduce scrap costs. 

The managements of some companies do not pay sufficient attention 
to the operation of their salvage department and consequently do not 
enjoy the maximum benefit that could be derived from that activity. 
Perha>s many accountants do not realize what a large volume and variety 
of materials are handled by salvage departments nor the extent that scrap 
materials can be reclaimed for further use. 

One particular company produces approximately a quarter million 
automobiles annually. They consider the operation of their salvage 
department as big business. In fact, they say that their efficiency rivals 
that of meat packers who use everything except the squeal of a pig. 
Their efficient salvage operation is carried on in a new building con- 
structed especially for that purpose. In that company, science is waging 
a continuous war against what might be waste. 

Daily, hundreds of different items of metal, paper, wood, and con- 
tainers of every description are reclaimed from the status of scrap. Such 
materials are sorted and then reused, sold, or otherwise disposed of. A 
new system of scrap segregation has called into action many special 
containers, factory trucks, trailers and hoppers to increase the efficiency 
of salvage operations and make the salvaged materials more valuable. 

The salvage materials do not result chiefly from defective work and 
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spoilage. A large portion of it comes from such operations as turning, 
boring, cutting, trimming, stamping, and from packaging materials and 
shipping cartons. A commodity analysis made of certain 1942 model 
automobiles showed that 4,679 pounds of materials entered into the 
manufacture of the average car, but its weight, finished, was only 3,427 
pounds. That is a “loss” of 1,252 pounds of materials per average auto- 
mobile, or 27% of the materials used. 

Another example where management has considered its salvage 
operations important was described in a series of advertisements by the 
telephone company. They explained how copper, lead and other materi- 
als are carefully salvaged from old dismantled equipment and are used 
again in the production of new equipment for which there is a great 
demand. 

About half a ton of scrap metal goes into the making of each ton of 
steel, and more than 3,000 pounds of steel are needed in the manufacture 
of an automobile. About a year ago automobile manufacturers found it 
necessary to appeal to some 35,000 dealers to turn in scrap metal needed 
by steel mills and foundries for the production of steel which was urgently 
needed to keep the assembly lines running. 

Thus the function of the Salvage Department is to collect, segregate 
and prepare materials for sale, reclamation or other disposition in such 
a manner that the maximum benefit will be derived from that activity. 

The negotiation of sales of salvage materials should not be a re- 
sponsibility of the Salvage Department. Such negotiations can be con- 
ducted more effectively by the Purchasing Department, since it is 
acquainted with the general nature of the materials, condition of the 
market and the original cost of materials. In addition, it is possible that 
some of the scrap may be sold to the original vendors, as was done during 
the war, and the Purchasing Department would be in the best position 
to handle such sales. 


THE INTERNAL AUDITOR 


The internal auditor has opportunities to make important contribu- 
tions to management in his examinations of defective work, spoilage, 
scrap and waste. 

A substantial part of his activity consists of appraisal; i.e., looking 
at and observing everything with which he comes into contact, question- 
ing the possibilities for improvement. He endeavors to determine 
whether the company’s physical assets are adequately cared for and that 
the disposition thereof is properly accounted for. 

In making such appraisals, the internal auditor should give particu- 
lar attention to accounting procedures. He should ascertain whether the 
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procedures are adequate and what suggestions should be made for im- 
provement. 

The internal auditor should scrutinize other operating data which 
are used by management as a basis for effective operation. That is par- 
ticularly true in large corporations whose managements must rely to a 
great extent on various reports, statistics and analyses for information 
relating to operating matters. Such data may include reports covering 
the cost of reworking defective products, and the cost of scrapping prod- 
ucts spoiled in production. 

The internal auditor’s activity should go beyond the verification of 
the mathematical accuracy of the books. He should devote some time to 
a review of cost accounting procedures, since they have a bearing on the 
recording of the cost of defective work and spoilage. He should ascertain 
that the procedures call for adequate reporting by other departments of 
essential information required by the Cost Department. 

The internal auditor should ascertain that provision is made in 
the Cost Department for the proper handling and recording of such 
information. 

In addition, the internal auditor should occasionally make a trip 
through the shop and keep his eyes open. He should test the accuracy 
of the information reported by various factory departments to the Cost 
Department. 

The trip through the shop should include a visit to the Salvage De- 
partment. The internal auditor should observe the nature of the materi- 
als handled and review the procedures relating to the handling of salvage 
materials. 

An effective review of the Salvage Department’s activities by the 
internal auditor will frequently indicate a need for closer control over 
that department on the part of management. It may be found that man- 
agement has not paid sufficient attention to salvage operations and as a 
result the operations are not as efficient as they might be. The auditor 
may find practices that do not result in obtaining the maximum revenue 
realizable from salvage operations. 

There are excellent opportunities for internal auditors to make con- 
structive recommendations to management in respect of defective work, 
spoilage, scrap and waste; and such recommendations may result in sub- 
stantial savings or produce additional revenue for the company. 
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THE subject is the improvement of accounting systems through in- 
4t ternal audits. How narrow or how broad is the term “accounting 
system”? Does it include the systems-and-procedures relating to 
budgets, forecasts, statistics, business economics, efficiency engineer- 
ing, and other functions as well as general and cost accounting? Or 
should the meaning be restricted to the latter for the purpose of our 
discussion ? 

There is an excellent opportunity for the internal auditor to perform 
a very constructive service for management through pointing out where 
the existing accounting system can be modernized to give management 
what it wants. This presupposes, of course, knowledge on the part of the 
internal auditor of what management wants from the accounting system. 

In the first place, management wants to receive its accounting reports 
promptly. The value of figures and reports varies in direct proportion to 
the period separating them from the transactions they reflect. Conse- 
quently, the internal auditor should be alert to any opportunities to 
expedite their preparation. For example, can monthly closings be more 
prompt or are these held up for al// entries, even the smallest and most 
inconsequential? Is promptness sacrificed for accuracy in unimportant 
details or for figures which, from a management standpoint, would be 
equally satisfactory if estimated approximately? Can unnecessary steps 
in the preparation of statements and reports be eliminated? Is the per- 
sonnel responsible adequate, both qualitatively and quantitatively? Can 
a preliminary statement be designed to give management immediate 
“flash” figures, with the complete report trailing it days later? Is the 
need for promptness fully realized and are all steps taken to achieve 
that goal ? 

Second, management wants its reports and statements condensed, 
summarized, and interpreted. It does not want a mass of financial and 
statistical statements, no matter how complete, unless these are also 
*Second part of a paper given at a meeting of the New York Chapter. (The first part 
appeared in the March, 1948 issue of the Quarterly —ED.) 
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accompanied by a condensed, interpretive analysis of the figures con- 
tained in the statements. 

Third, statements and reports to management can be of maximum 
value only where they are comparative. Reports should, of course, con- 
tain historical comparisons between prior periods, comparable divisions, 
competing companies and the like. In addition, wherever practicable, 
actual results should be compared with scientifically established stand- 
ards showing what results should be. The internal auditor has a major 
opportunity to point out where comparative standards can be improved. 

Fourth, while comparisons are of value, in and of themselves, man- 
agement is benefited to a further extent if exceptions are pointed up for 
its attention. Reports to management can be reduced to a minimum 
where emphasis is placed on the principle of exception. Good manage- 
ment wants to be informed of major situations which are out-of-line. It 
does not want to concern itself with routine, in-line matters. The internal 
auditor can be of major assistance to management both in seeing that it 
is given its information based on the principle of exception, and in investi- 
gating exceptions to insure management that it is getting the real facts 
behind these exceptions. 

Fifth, the internal auditor should verify that management receives 
data on all of the elements entering into management. Financial figures 
should be supplemented by figures on performance, by statistics, and by 
other data on results and other phases of operations. 

Sixth, one of the primary requisites of an acceptable accounting 
system is that it provide the means for collecting and publishing ac- 
counting and related statistical information by accountabilities. All 
figures and reports used for management coordination and control should 
be in terms of the organization structure. The chart of accounts must be 
not only a functional chart but also a position chart. Front line super- 
vision can be fully effective only where it has information on the results 
it has achieved. Many accounting systems fall down in this vital regard, 
leaving the internal auditor an ample opportunity to benefit management 
through calling attention to this major defect. 

In review, six areas in which the internal auditor can act to improve 
the accounting system have been outlined. These are: 


1. Through audit programs designed to establish control over trans- 
actions where it is either impracticable or too expensive to provide 
the usual internal control checks and balances. 

2. Through spotting weaknesses and opportunities for improvement 
in the system of internal control. 

3. Through reviewing and approving all new systems and procedures 
from the standpoint of internal control before their installation. 
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4. Through placing special emphasis on the adequacy of the account- 
ing system as it relates to the prevention and detection of fraud. 

5. Through calling attention to all opportunities for improving the 
accounting system and procedures which come to light during the 
course of regular audits. 

6. Through seeing that the accounting system is modern and deliver- 
ing to management what it wants in the form of: 


A. Prompt reports and statements ; 

B. Condensed, summarized and interpreted reports and state- 
ments. 

C. Comparative reports and data, using standards. 

D. Reports interpreting data on the principle of exception. 

E. Complete reports and data. 

F. Reports and statements by accountabilities. 


In conclusion, the internal auditor has ample opportunity to improve 
the accounting system through the exercise of his normal functions of 
appraisal. By being awake to the latest developments in accounting 
systems, the internal auditor can be as constructively helpful to the con- 
troller, treasurer, or chief accountant as he can and should be to other 
executives. The internal auditor should appraise the accounting system 
in the light of what it should be and not in the light of what it is. No 
matter how well maintained or how perfect a Ford Tri Motor Tin Goose 
may be, it can’t possibly compete with a Lockheed Constellation. Many 
accounting systems are in the Ford Tin Goose stage of development. If 
the internal auditor does nothing more than call management’s attention 


to the fact that there is such a thing as management accounting, he per- 
forms a most useful service. 
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HE Purchasing Department is one unit of an organization which 

exists to supply the needs of other units. Generally speaking, the 
attitude of other departments reflects the quality of Purchasing Depart- 
ment’s service to them, and is to a large extent the standard by which its 
efficiency will be measured. 

The Purchasing Department must be in sympathy with the particu- 
lar requirements of the users of the material, or it will fail to carry out 
one of the most important functions of a Purchasing Department. 
Merely receiving requisitions, placing orders, and checking invoices is 
simply dealing with the mechanics of handling papers and accounts. 
Dealing with men and things requires a different attitude. 

The exercise of tact, discretion, and diplomacy by the Purchasing 
Department will promote the continuation of friendly relations, and it 
is no exaggeration to say that large sums are lost where such relations do 
not exist. The Purchasing Department is in constant contact with other 
departments, and cooperation and mutual confidence are essential. It is 
necessary to meet and handle satisfactorily the peculiarities and preju- 
dices of human nature. 

It is also necessary that the work of the Department be efficiently 
and expeditiously carried through, for the demands on a Purchasing De- 
partment naturally arise from the requirements of other departments and 
do not originate within the Department itself. The material needs, ex- 
cepting actual cash, of every department are procured and furnished to 
them by the Purchasing Department. For this reason, probably more 
direct and more frequent contacts with the other departments are had by 
the Purchasing Department than by any other unit of the organization. 


*Paper delivered at a meeting of the Philadelphia Chapter. 
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In any walk of life, when our material necessities are not promptly 
and satisfactorily furnished, we are apt to criticize those whom we regard 
as responsible for providing them or to whom we look as the source 
through which we procure them. This condition naturally makes the 
Purchasing Department vulnerable to complaint and criticism. Conse- 
quently, diplomacy and tact are essentials in purchasing work, and effi- 
ciency must be the watch-word. 

ScIENCE OF PurcHASING: Purchasing is just as much a science as 
any of the other activities that go to make up the complex structure of 
business. For the efficiency of purchasing to be at its maximum, there 
must be exact knowledge; knowledge of materials, which implies some 
knowledge of manufacturing processes ; knowledge of markets and prices ; 
knowledge of sources of supply; knowledge of certain trade usages, and, 
also, knowledge of the many ramifications of business transactions into 
which purchasing carries the buyer. 

ORGANIZATION : In addition to a General Purchasing Agent, and per- 
haps an administrative assistant, a group of individuals known as buyers 
may be included in the purchasing organization. The duties of these 
latter would be specialized so as to enable each buyer to purchase certain 
specific articles. The trouble usually experienced in assigning excessive 
volume to one buyer is that he does not have sufficient time to devote to 
studying all the products for which he is responsible, nor for visiting 
manufacturers’ plants to determine the supplier’s sufficiency of plant and 
labor to meet the company’s requirements as to quality and delivery date. 

Generally, in a large company with numerous branches, there will 
be sub-purchasing agencies located at distant points. Complete coordina- 
tion should be effected and some plan devised whereby the General Pur- 
chasing Agent is kept fully informed as to the activities of the local 
buying agencies. Also, some method must be devised whereby these local 
purchasing agencies are made aware of all contractual relationships 
entered into by the home office organization. 

Recorps : Savings which may be effected in reduction of clerical effort 
obviously are much smaller than savings which can be effected by more 
scientific and efficient purchasing. Nevertheless, excess clerical records 
cost money and, more important, they delay the consummation of the 
purchase, which, in turn, delays receipt of the material and possibly holds 
up necessary work. Some clerical economies are usually possible. For 
instance, instead of writing requisitions at the plant which have to be 
rewritten in the Purchasing Department in the form of a purchase order, 
it is frequently possible for the plant in the first instance to prepare the 
purchase order, omitting, of course, the name of the vendor and the price. 
These unfinished purchase orders, when received in the Purchasing De- 
partment, would be reviewed by the buyer handling the particular line 
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of goods requested, and he would insert the name of the vendor, price, 
shipping terms, etc. 

Many purchasing organizations maintain a price record in which the 
order or the supplier’s invoice is recorded, thus providing a chronological 
history of all transactions concerning a particular article. In theory, such 
a record should be of great value to a buyer. It would furnish him with 
a quantitative history over a given period of time and indicate the volume 
consumed by the company during that period. The record is utilized also 
in many companies to determine whether price disparity exists between 
current and previous purchases. However, such a record, if maintained 
accurately, costs considerable money, and there may be other means of 
securing this information without maintaining such elaborate data. 

It is difficult to set down a general rule stipulating when buyers 
should send out inquiries for prices. Much depends upon the require- 
ments and the qualifications of the buyer. No two buyers perform in 
identically the same manner. Regardless of time and method, vendors’ 
comparative bids should be recorded and these records retained for a 
considerable time. If a buyer does not avail himself of the lowest bid, 
sufficient explanation should be shown on the records so that anyone 
interested may know the reason for accepting a higher price. 

It is rather surprising to note the number of purchasing departments 
that still continue to approve invoices for prices and terms. We believe 
that this is a function of the accounting department and has nothing 
whatever to do with the buying function. In reality, it is nothing more 
than clerical work and, as such, might well come under the direction and 
supervision of the Controller. After the buyer has stated the quantity 
that he has ordered and the price he is willing to pay, a comparison of 
this data with the supplier’s invoice is a clerical responsibility which 
could better be delegated to someone outside the Purchasing Department. 
It should not be necessary to take the time of the buyers for such work. 

One copy of each purchase order might be filed by commodity classi- 
fication. When future requirements must be anticipated, a tabulation 
of the orders in a given commodity folder will disclose the quantities 
purchased during any preceding period. In other words, buying history 
can be quickly ascertained by examining a particular commodity folder. 
Should it be necessary for the buyer to effect spot purchases, examination 
of the commodity folder will disclose the price paid for the same article 
at the time of the preceding purchase. 

ConTRACTS AND Buyinc ARRANGEMENTS: If the volume is sufficient 
or if purchases are repetitive, more satisfactory arrangements with less 
effort might be effected by contracting, either by means of a formal 
contract or a definite buying understanding, to cover the company’s 
requirements over a definite period of time. Thereafter, filling requisi- 
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tions for that particular article becomes a clerical and not a purchasing 
function. 

Once a blanket order or buying arrangement with a vendor is estab- 
lished, it is not only feasible but economical to permit each plant or 
sub-office to place sub-purchase orders direct with the vendor. With the 
establishment of each buying arrangement with a vendor, an abstract of 
the contractual arrangements can be sent to each plant and sub-office 
showing all the information necessary for that plant to place with the 
vendor an order, usually called a sub-order. It is usually advisable for 
the plant to send a copy of each sub-order to the central Purchasing 
Department to keep it informed of buying activity in the field. 

Buyinc on Scuepute: A carefully prepared schedule showing the 
time required for the consummation of a purchase of each type of ma- 
terial can be an exceedingly important tool for the buyer. It also serves 
as a valuable help to all those authorized to request the Purchasing De- 
partment to secure material for them. The fixing of standard times for 
purchasing and stores handling can be an important factor in preventing 
over-buying and over-stocking. 

Fottow-Up: There is a considerable difference of opinion as to who 
should follow up suppliers to insure that they meet the company’s re- 
quirements. Any plan which makes it necessary to follow up all pur- 
chase orders entails a great deal of unwarranted work. Buyers should 
give attention and study to the supplier’s cooperation, standing and 
reliability. Where a vendor proves he is reliable, and where experience 
shows that his promises can be relied upon, it should not be necessary to 
follow up orders sent to him. 

Prompt delivery is of the utmost importance in scheduling produc- 
tion in a plant. Men may have to stand around doing little or nothing, 
waiting for critical materials. The reliability of the suppliers for meeting 
delivery schedules can be of great help in reducing the volume of 
follow-up. It should then be entirely feasible to transfer the responsi- 
bility of follow-up to a clerk in the plant office. He would refer to the 
buyer only in instances where he cannot secure the cooperation of the 
vendor. It should not be necessary to create a separate group within the 
general purchasing department for follow-up purposes only. 

Rusu Orpers: Every rush order means a rush price or no price 
quotation at all. This is not always due to somebody’s blunder. There 
can be legitimate rush orders, and it is the duty of a well-organized 
Purchasing Department to be prepared for them. Such preparedness 
generally consists in knowing sources of supply and in having a thorough 
knowledge of prices. 

Reciprocity: This is, of course, dependent entirely upon company 
policy. If carried on to a considerable extent, reciprocity becomes a 
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distinct obstacle to the smooth functioning of a Purchasing Department. 
Pressure is brought to bear on the Purchasing Department to favor a 
particular vendor or prospective customer. If, in the process, price, 
quality and service are sacrificed, efficient purchasing is defeated. There 
is no favoritism in true purchasing. Orders are not given as favors but 
because the recipients can stand up better than their competitors under 
the scrutiny and searching investigation of the Purchasing Department. 

INTERNAL Auonirt: All of the foregoing represents attempts to outline 
the proper functioning of a Purchasing Department. An internal audit 
would undoubtedly involve checking prices, dates, discounts, receipt of 
material, quality inspection, etc. However, in the present discussion, the 
internal audit is considered from a broader standpoint; that is, a review 
of the purchasing organization and methods. 

To measure the functioning efficiency of a Purchasing Department 
requires a thorough study of the entire organization and an accurate 
picture of its operation. This picture can be obtained only by discussions 
with the various individuals making up the organization and by analyzing 
their part in the purchasing procedure. For example, a buyer who is 
“desk bound” with clerical duties is obviously spending too much time 
on paper work instead of concentrating his efforts on buying. The 
Auditor is in a position to analyze the need for paper work and recom- 
mend either a clerical assistant or steps substantially to reduce the flow 
of papers. The latter may completely change the entire purchasing pro- 
cedure. One fundamental fact which must be recognized is that a buyer’s 
salary should be based on his ability as a trader, not as a clerk. 











SUMMARY OF A NEW YORK CHAPTER 
PANEL MEETING ON REPORTS, THEIR 
PREPARATION AND SUPPORTING 
WORKING PAPERS 


(This interesting summary was thought to be so concise and in- 
formative that it is presented as reported.—Eb.) 


N R. WILLIAM HAHN of New Jersey Bell Telephone Company, 
A the discussion leader for the evening, introduced Mr. James Ewing 
Mitchell of Peat, Marwick, Mitchell & Co., who spoke on “The Type of 
Report Management and Public Accountants Would Expect from the 
Internal Auditor.” The following is quoted from Mr. Mitchell’s talk: 

“T suppose the nearest we can come to a cut-and-dried rule would be 
to state that the report should be tailor-made for each engagement and 
for the individual by whom it is intended to be read and action taken. 

The report should include: 


1. An index so the reader may refer quickly to that part of the report 
of particular interest to him. 
2. A brief statement as to the general scope of the examination. 


3. A statement of the purposes of the examination. 


Under each appropriate heading should be detailed the extent of 
examination made, with the findings and recommendations. I believe 
that clerical errors should not be detailed in the report, but rather that 
a general statement be made regarding such errors, if necessary. 

A supplemental report should be written for the record, and issued 
to interested parties covering the details of clerical errors, etc.” 

Mr. Lawrence R. Schmidt of T. A. O’Loughlin Corporation was the 
second panel member to speak. His subject was “The Preparation of the 
Type of Internal Audit Report Described by Mr. Mitchell.” The follow- 
ing is quoted from Mr. Schmidt’s talk: 

“First we accumulate all the pertinent findings and comments from 
the audit working papers that we as internal auditors feel should be 
presented in the audit report to management. This comprehends a 
screening operation and, while all this sounds fundamental, distinguish- 
ing the essential from the unessential is no small task. 

After the data for the report has been accumulated, a rough draft of 
the report should be prepared, keeping in mind that our object is to 
present a clear, concise, factual statement of the conditions as we found 
them, in an impersonal, impartial manner. 
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After the rough draft of the report is completed it should be reviewed 
by the auditor in a very critical manner, giving particular attention to 
the following: 


1. Elimination of everything not of value or necessary to correct, 
and clear presentation of information to be conveyed. 

2. That all statements made are definitely supported by audit work 
papers. 

3. Elimination of repeated phraseology or expressions. 

4. Findings presented in an impartial, impersonal manner. 


5. Grammatical construction, punctuation and spelling. 


As the result of this review the report draft should be dressed up and 
ready for typing in accordance with Mr. Mitchell’s comments on this 
subject. While many auditors may consider their task finished when the 
report is given to the typists, you will find that a subsequent careful 
reading of the typed report by the auditor may well pay dividends.” 

The third panel speaker was Mr. Sidney W. Peloubet of Pogson, 
Peloubet & Co., who spoke on the subject of “Audit Working Papers.” 
Mr. Peloubet stated that working: papers serve two fundamental purposes, 
namely, (1) support for the report to management and (2) as a tool for 
training auditors. The following is quoted from Mr. Peloubet’s talk: 

“Reports prepared and rendered to officials must be backed up by 
working papers of unquestionable accuracy and must contain supporting 
evidence. The auditor must produce intelligible notes and information 
for his report. He must leave a record of the testing routines he has 
carried out, the analysis of accounts he has made, and the review of the 
system and internal check and control. 

Working papers should consist of an audit program and check-off 
record, schedules on auditing procedures, schedules on accounting analy- 
sis, a review of system, control and internal check, and a diary. Working 
papers and procedures should be kept at an irreducible minimum. Simple, 
concise standards for both procedures and for forms of schedules are 
desirable. 

Working papers are the best medium for educating new men whether 
untrained or just inexperienced in particular engagements.” 











A DEAL IN DUPLICATION 


() NE of the nightmares which haunts any auditor is in connection 
) with the dire possibilities that follow when two individuals act in 
collusion with defalcation as their aim. Internal controls rely largely 
upon a division of duties and functions to minimize the probability of 
fraud by requiring several separate employees to handle a particular 
transaction. In the current case, as in the Western Electric case which 
was described in a previous article, defalcation was effected through col- 
lusion between employees in the company and an outsider. In this case, 
the company employees were a traffic clerk and his stenographer and the 
outsider was a local trucker. 


DESCRIPTION 


The company involved was concerned with making small shipments 
of various products from a local warehouse to numerous customers. De- 
livery was handled by the local trucker. 

Company procedure called for use of a combination invoice and bill 
of lading form. When shipment was made, the trucker would attach a 
designated copy of the bill of lading form to his invoice for trucking 
services. By use of a company-originated form as the supporting detail 
for billing, it was believed that it would be difficult to bill for any ship- 
ments not actually made. Invoices received were checked back with 
original shipping orders by the stenographer of the traffic clerk and then 
passed to an accounting office for payment. 


DUPLICATION 


The trucker, the traffic clerk and the stenographer collaborated with 
the following result. (It was later discovered that the stenographer also 
served as part-time bookkeeper for the trucker.) The stenographer 
would prepare shipping orders and invoices duplicating previous billings. 
These items would then be put through for payment with the approval 
of the stenographer and the traffic clerk to indicate that payment was in 
order. Naturally, these duplicate items were put through at a later date 
and many times were only a part of an invoice containing a number of 
legitimate items. 

The important point to remember is that there were a considerable 
number of transactions clearing through constantly and the amount in- 
volved in each was small. Consequently, fraudulent items were not apt 
to be noticed. 
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DISCOVERY 


Detection of the defalcation occurred when a clerk in the accounting 
office noted an invoice which exactly duplicated in amount one that he 
remembered. On comparing the supporting papers, the duplication was 
evident. 

The establishment of the amount involved, which was about $20,000, 
was burdensome but not difficult. Determination was made by compar- 
ing charges to customers’ accounts with bills of lading—and fraudulent 
items naturally showed up immediately. 

An interesting sidelight was that the trucker operated as a partner- 
ship and the partner involved in the fraud concealed his transactions from 
the other partner by cashing remittance checks at the bank, turning over 
currency to the partner to cover only valid items. 


CONCLUSION 


Naturally, all involved tried to deny responsibility, but the case 
against them was not even open to question. The stenographer lost her 
job; the traffic clerk sold his house and the trucker his trucks. As luck 
would have it, there were legitimate invoices of the trucker totalling 
several thousand dollars which were unpaid at the time of discovery. Be- 
tween these and the house and the trucks, the loss was almost entirely 
repaid. 





ADVERTISING 


A well-known manufacturer of chewing gum made a statement about 
advertising that pretty well rates tops. While traveling through the West 
one day, a chance acquaintance on the train said to him, “Everyone knows 
your gum. It’s sold everywhere. Why do you continue to advertise?” 

The story goes that the manufacturer turned and said, “My friend, 
this train is going along very smoothly right now. Do you think we ought 
to take off the engine?” 


Provincial Paper Limited 











RESEARCH COMMITTEE ACTIVITIES 
By VICTOR Z. BRINK 
CHAIRMAN OF THE RESEARCH COMMITTEE 


rN a result of a special appeal to all of the Chapter presidents for help 
3 in obtaining members who would be qualified and willing to accept 
chairmanships of the subcommittees for the unassigned chapters of Re- 
search Project #2, prospects were obtained which have led to the final 
assignment of most of the chapters. In several cases no such final assign- 
ment has yet been made, but in all instances the prospects are good. In 
addition, the committee is pleased to report that three new chapters, not 
previously scheduled, have been assigned. These are Breweries, Rubber, 
and Milling. Hence the program is shaping up nicely and, while the com- 
pletion of the project will be later than was originally contemplated, the 
committee feels that the size of the task and the importance of the final 
results will well justify the delay. 


On April 8th the New York members of the committee were pleased 
to have the opportunity of meeting with our Los Angeles, California 
member, Herb Kimball, who was in New York on a business trip, and 
at that time the committee members present had the opportunity of 
taking inventory of the progress made and of discussing the long range 
plans of the committee. It was agreed that when Research Project #2 
was completed, the committee should direct its attention to the study of 
particular phases of the internal auditor’s functions and responsibilities as 
set forth in a more general way in the Statement. In this connection the 
committee will welcome any suggestions from the members as to which 
phases of these responsibilities should be given priority. 


INDUSTRIES COMMITTEE 
SPECIAL NOTICE TO NEW MEMBERS 
By A. L. SIMPSON, Chairman 


WY HEN The Institute of Internal Auditors was organized, the Na- 
\ ¥ tional Officers realized internal auditing presented many problems 
to auditors. Further, that most auditors would be going through a devel- 
opment process which would be new and require special attention. A new 
source of information and an opportunity to exchange ideas among audi- 
tors was necessary. 


Chapter Organizations have made a generous contribution toward 
supplying such information. Many special publications and articles ap- 
pearing in our quarterly publication have been extremely valuable to 
members. 


The Chapter officers also anticipated that there would be many prob- 
lems confronting an auditor that might be peculiar to a particular indus- 
try. Such problems might be in connection with organization, a special 
procedure, a company policy or what might appear to be a simple ques- 
tion but an important one. So, often, it is desirable to check up and find 
out what others have accomplished by actual experience and thus avoid 
the possible adoption of some procedure or policy which might later have 
to be discarded as not satisfactory. 

The Industries Committee was organized to provide such special in- 
formation for all members. A member of each major industry serves as a 


Group Representative on the Industries Committee. 


Our files contain some procedures, also references to special subjects 
in various publications and much other special information. Special sur- 
veys have been made on various subjects, and the results printed in our 
quarterly publication. 


Sometimes, we have to do the unusual to supply information re- 
quested by a member, but we are pleased to cooperate to serve the needs 
of any member. 


This service is free to every member. 


Send your request to the Chairman. 
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Subject: 





ARTICLES OF INTEREST 


TO INTERNAL AUDITORS 


attention to the following articles of interest: 


Management Control 


F. BRADY, Member of the Editorial Committee, directs 


How the Internal Auditor Operates as an Instrument of 


Fladger F. Tannery, C.P.A., Assistant Comptroller, Hum- 


ble Oil & Refining Company 


Published by The Journal of Accountancy, December 


1947. 


At the outset of his discussion, Fladger F. Tannery, Assistant Comp- 
troller of the Humble Oil and Refining Company, makes the following 
pertinent comment: 


“To deal successfully with the added burdens that have been 
placed on the management of business enterprises, managing exec- 
utives have in many instances disengaged themselves from active 
participation in operations. Their withdrawal from this sphere of 
activity has required a decentralization of authority and a corre- 
sponding realignment of responsibilities to a lower level of man- 
agement. The outgrowth of this release of intimate contact with 
operations is the development of modern management technique. 
This technique has resulted in the creation of a number of staff 
organizations to provide the service and the reliable financial and 
statistical information required for the effective direction and 
control of the business.” 


He then proceeds to discuss the matter of who directs the internal 
auditor, the internal audit plan, the internal auditor’s thinking and 
the control feature of procedures which should be constantly chal- 
lenged to preclude their being unnecessarily burdensome. In conclud- 
ing, Mr. Tannery takes up the two principles of report writing and 
refers to it as one of the most important duties of the auditor and in- 
dicates that it is through his reports that his technical skill is most 
generally judged. The paper is written in the light of Mr. Tannery’s 
extensive experience, including his association with the Humble Oil 
and Refining Company and his experience as a colonel in the Army 
Air Forces, where he was awarded the Legion of Merit for outstand- 
ing work as Chief of the Contract Audit Division 


Subject: Inventory Methods in the United States 





Maurice E. Peloubet, C.P.A. 


he ee 


Published by The Canadian Chartered Accountant, Janu- 


ary 1948. 


This address was delivered at a special meeting of the Ontario Insti- 
tute held in November, 1947 and particular stress is placed on the 
importance of Bulletin No. 29 of the American Institute of Account- 
ants on the matter of the inventories and the practical basis for the 
measurement of periodic income. Mr. Peloubet is widely known for 
his accomplishments in the field of accounting, and for his untiring 
efforts in having the LIFO method of inventory valuation used and 
accepted as a sound accounting procedure; and his views on this 
method and others can be weighed as to their effect on the reporting 
of income in different branches of industry. 
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Articles of Interest 39 


Subject: Research Series No. 12, Standards to Aid Control of Man- 
ufacturing Costs 

By: Committee on Research of the National Association of 
Cost Accountants 


Published in the N.A.C.A. Bulletin, March 15, 1948. 


This Bulletin covers the results of a field study designed to show how 
standard costs are used to aid in the control of manufacturing costs, 
and tends to supplement the N.A.C.A. Bulletin, published February 1, 
1948, on a reexamination of standard costs. The first Bulletin covers 
the broad field of standard costs and this one sets forth the details 
for the guidance of those who are faced with the practical application 
of standard costs. The members of the Research Staff, in compiling 
this Bulletin, surveyed in the field the standard costs of seventy-two 
companies, and reviewed their procedures and the underlying reasons 
for them. This survey covers a wide field of manufacturing including 
metal products, textile, paper and paper products, and practically 
every field of manufacturing; and from this standpoint, it should be 
of general interest to most accountants in coping with the matter of 
standard costs. 


Subject: Controllership Looks Ahead 


By: Christian E. Jarchow, President, Controllers Institute of 
America 


Published in The Controller, March 1948. 


This paper was presented in New Orleans, at the First Southern Con 
ference of Controllers, in which Mr. Jarchow emphasizes what con- 
trollers can and should do to become a more vital part of corporate 
management. He states that it is incumbent on the controller to keep 
top management informed as well as to interpret the facts and figures 
in terms of their effect upon company policies, and to offer valuable 
counsel and advice in the formulation of management policy, or in 
its adaptation to new circumstances. He further cites the necessity 
of maintaining close relationship to the president and other officers, 
and stresses the fact that the controller must take an active part in 
executive discussions and keep closely in touch with the actions taken 
by the board of directors. In proceeding, he refers to the social con 
cepts of which management must be mindful under our present econ 
omy in the conduct of business. The timeliness of his article and its 
application to the work of the internal auditor as a member of top 
management, can be noted throughout. 


Subject: Conserving Corporate Liquid Assets 


By: Rolland J. Hamilton, Vice President, American Radiator- 
Standard Sanitary Corporation 


Published by Credit and Financial Management, March 
1948 


In his address before the Conference on Finance of the American Man- 
agement Association held at the Hotel Biltmore in January 1948, Mr. 
Rolland J. Hamilton, Vice President of the American Radiator-Stand 
ard Sanitary Corporation, mentions some of the points that should 
be watched during the year 1948 in conserving corporate liquid assets. 
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Among the matters discussed are the rates of inventory turnover, the 
reclassification and appraisal of customers and their credit responsi- 
bility, plant expansion and the relation to production costs, prospec 

tive national growth and the effect cumulative research will have on 
it and other matters that should be considered by management for the 
maintenance of sound business in our ever changing economy. 


Subject: Depreciation and The Price Level—A Symposium 


James L. Dohr, William A. Paton, Maurice E. Peloubet, 
William H. Bell, Howard C. Greer and Eric L. Kohler 


Published in The Accounting Review, Apri! 1948. 


These six accounting authorities were invited to prepare papers ex 
pressing views for and against the proposition that depreciation need 
not be restricted to the amortization of historical cost. Three of these 
authorities were asked to uphold the affirmative and three were asked 
to uphold the negative: 


“RESOLVED that the departure from the historical cost basis 
for recording fixed assets depreciation be recognized as falling 
within the scope of generally accepted principles of accounting.” 


Their views on this all important subject can be read with considerable 
interest in ‘the light of the economic conditions that presently obtain 


Subject: Standardized Audit Working Papers 


Frederick Staples, C.P.A. 


Published by The Counting House Publishing Co., Mil- 
waukee, Wisconsin. 


The practicability of using standardized working papers and their 
value in improving the quality of work done are discussed by the 
author in the light of his extensive experience. Filled-in standardized 
audit working papers as well as the complete detailed audit report 
and the completed interim report based on these papers are clearly 
illustrated. They can be used to serve as a means of comparison for 
those who use such papers as well as by those who are interested 
in them. 


Subject: The Financial Effects of Inventory Methods 





Cecil A. Ellis, Chartered Accountant, Montreal, Quebec 


Published in The Canadian Chartered Accountant, Janu- 
ary 1948. 


Mr. Ellis in his paper discusses the aspects of inventory valuation and 
pricing, and their advantages under different conditions, as well as the 
procedures in and outside the United States, taking into consideration 
the income tax regulations in effect. Among the various methods of 
inventory valuation, he discusses at length the Base Stock Method 
ind the advantages in its application in “bad” times and in “good” 
times. He points out that those who adopt this method must realize 
that by setting aside a large reserve inventory and pricing it at an 
abnormally low value, they automatically create a secret reserve in 
their accounts with its attendant problems and implications. The arti 
cle is quite timely in view of the high prices that presently obtain. 
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Subject: Twelve Rules for “Teamwork” 
By: Colonel John R. Howland, A.U.S. (Inactive) 
Published in The Controller, January i948. 


The twelve rules for teamwork are discussed from the standpoint of 
all the problems and all the imperfections of Army life, and the im 
pressions that they will necessarily have made upon those veterans 
who recently returned from military service. Colonel Howland sets 
forth all of the factors that are necessary in the achievement of team 
work and explains how these factors can be developed advantage 
ously when the human aspect of the problem is fully considered. All 
of us who must coordinate our efforts as a team in achieving results 
by daily contact with our fellow workers can read these rules of 
Colonel Howland with considerable interest. 


GO-GETTER 


Are you looking for a real “super-salesman”? There’s one available 
to you, and he’s tops, without exception. 

There are few things he can’t do, but he’s willing to try anything; 
makes it a point always to get inside offices that often are closed to other 
salesmen; doesn’t put up a fight when yeu take his old territory away 
from him and assign him to a “cold beat ;” never grows old and has to be 
pensioned ; never seems to have those personal problems that make other 
salesmen fall down on the job; you never have to worry about his de- 
manding a large bonus when he completes a big job; he can deliver any 
sales talk—no matter how complicated—in the least possible time; and 
he'll bring back those signed contracts without fuss or fanfare. Wages? 
He costs you only three pennies per call. 

You guessed it. He’s a United States Postage Stamp. 


—A.G. A. Monthly 











MINUTES OF THE MID-WEST 
CONFERENCE MEETING 
of 
THE INSTITUTE OF INTERNAL AUDITORS 


HELD AT THE HOLLENDEN HOTEL 
CLEVELAND, OHIO, ON MARCH 24, 1948 


HE Conference opened with an address of welcome by Mr. H. O. 
Schroeder, President of the Cleveland Chapter. 


Mr. Schroeder then introduced Mr. E. H. Cunningham, National 
President of The Institute. Mr. Cunningham spoke on the three phases 
of the program which had been scheduled for the day; namely, National 
activities, Chapter activities, and the technical paper which was to be 
presented in the evening by Mr. J. E. Jackson, Chief Accountant of the 
Cleveland Electric Illuminating Company. He requested those in at- 
tendance to make notes and take such information back to their Chapters 
as would be of interest to the membership. 


Mr. Cunningham outlined the planned program of expansion which 
had been undertaken by the National Organization, and emphasized the 
need for education of industrial management as to the benefits which 
could and should be derived from internal auditing. “The need for edu- 
cation,” said Mr. Cunningham, “is both internal and external in nature.” 
A broadening of the auditor’s viewpoint toward management problems by 
taking interest in such subjects outside the sphere of accounting as indus- 
trial relations, sales and research policies, and production problems, was 
suggested. Internal auditing is quite different from what it was in the 
early days when it was largely a clerical routine. It is now more con- 
cerned with appraisals and evaluations. He indicated that the establish- 
ment of a sound base for the internal auditing function in industry can be 
brought about by promoting the idea of “management auditing.” Mem- 
bers should attempt to educate everyone with whom they come in contact 
concerning the current concepts. 


There has been an increasing interest in internal auditing. The 
National Association of Cost Accountants have requested talks in their 
Chapters on internal auditing; and Mr. Cunningham has met with these 
accountants and given talks in an attempt to promote forward-thinking 
relative to the subject. 


At the conclusion of Mr. Cunningham’s talk the suggestion was made 
that the membership of The Institute could be greatly expanded by in- 
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clusion of systems and procedure groups. Mr. Appleton, of the Toronto 
Chapter, also indicated that the possibility of including systems audi- 
tors had been discussed. In reply, Mr. Cunningham stated that for an 
auditor to participate in systems procedures and activities brought the 
possibility of his being unable to adopt an unbiased attitude in relation 
to them. He pointed out, however, that the size of a company is the 
governing factor in many instances, and that it is often necessary in a 
smaller company for an auditor to be interested in both systems proce- 
dures and development as well as in the auditing thereof. He did not 
believe it advisable to include systems procedures and groups, as such, 
in The Institute of Internal Auditors. 


Mr. Schroeder announced that Mr. D. H. Johnson, Chairman of the 
Conference Committee, had been taken suddenly ill and could not be in 
attendance at the meeting. He expressed his appreciation of the efforts 
of Mr. Johnson in planning this program. 


Mr. George Appleton, President of the Toronto Chapter, spoke as an 
alternate for Messrs. A. J. E. Child and W. J. L. Townsend on the 
activities of the Educational Committee. He read a letter which had 
been received from Mr. Child outlining a program for delivering a series 
of lectures at Western University, Toronto. At this point, Mr. Cadmus 
mentioned Mr. Brink’s activity at Columbia University, and stated that 
many schools are becoming interested in courses on internal auditing. 
One of many projects which the National Organization is undertaking is 
the preparation of a course which can be given by Chapter members to 
schools in the various localities. It is hoped that this course will be made 
available to the various Chapters by September, 1948. 


The Pittsburgh Chapter is currently discussing the presentation of 
courses at the University of Pittsburgh and Duquesne University. It is 
hoped that enough material will be available for lectures to be delivered 
one night a week for two semesters. 


The Chicago Chapter is conducting a course at the Young Men’s 
Christian Association, in LaSalle Street, Chicago. Mr. Gordon Crowder 
has also developed a course for publication by the International Ac- 
countants Society. 


Mr. Cunningham is currently discussing the possibility of presenting 
courses at both Wayne University and Michigan State University. 

LaSalle University is interested in including a section on internal 
auditing in its lecture series. 


Mr. Cadmus discussed the activities of the Research Committee. He 
outlined the development and general acceptance of the definition of 
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internal auditing. He stated that the National Association of Cost Ac- 
countants and other organizations had expressed their interest in internal 
auditing in requesting 150 copies of The Institute’s “Statement of the 
Responsibilities of the Internal Auditor.” 


The Institute is preparing a book covering a wide range of industries 
which will tie in both industry and educational programs. At present 
80% of the Chapters have been assigned some responsibility in the com- 
piling of this text. It is hoped that the book will be completed by the 
fall of 1948; but it may not be completed before next year. 


At present it is contemplated that Industry Group meetings will be 
scheduled as a part of the Annual Conference in October, 1948. 


Mr. A. L. Simpson, Chairman of the Industries Committee, was then 
introduced. He outlined the extent to which the Industries Committee 
was rendering a service to Institute members, and cited the following 
requests for information from certain companies : 


1. Company A—Use of audit manuals and company practice relative 
to unauthorized discount taken by customers. 


2. Company B—The type of travel-expense forms in use. 


3. Company C—Information concerning procedure policies and man- 
uals in pharmaceutical or chemical industries. 


4. Company D—Inventories of coal and coke: frequency of inventory 
and extent of audit responsibility ; method of determining weights. 


There are 10 Industry Classifications being developed within which 
all members will be classified. Last year a Group Representative was 
named for seven types of industries; but reorganization is being made in 
the next year due to rapid expansion. 


Mr. Simpson suggested that at the time new Chapters are being 
formed stress should be laid on the fact of the free service afforded by 
the Industries Committee. He pointed out that this should stimulate the 
interest of prospective members. 


Mr. Gordon Crowder of the Chicago Chapter, who is Chairman of the 
Membership and Chapter Formation Committee, was unable to attend 
due to a last minute change in plans. He had prevailed upon Mr. Cadmus 
to carry on in his place. Mr. Cadmus disclosed that a goal of 1700 
members and 10 new Chapters had been set up for the current year. 
Thus far, five Chapters have been established. Of these, the Baltimore 
Chapter was organized March 1; and the Houston Chapter had its or- 
ganization meeting on Thursday, March 25. 
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Mr. Cadmus stated that there is a possibility of Newark and Akron 
members breaking away from the New York and Cleveland Chapters, 
respectively, for the purposes of forming their own Chapters. 


“The main requirement for any Chapter organization,” said Mr. 
Cadmus, “is to have several key members carry on and work together.” 
After discussion of Chapter formation activities, the meeting was ad- 
journed for luncheon. 


The afternoon session was devoted to Chapter Activities with 
Mr. E. J. Norst presiding as Chairman. 


Mr. J. G. Louis, first President of the St. Louis Chapter, who was 
instrumental in its organization, led a discussion relative to membership 
and organization activities. Mr. Louis described the plan which was 
followed in building up the membership of the St. Louis Chapter to in- 
clude representatives of all of the principal industries.in the city. 


Mr. R. M. Gardner, President of the Dayton Chapter, led a discus- 
sion concerning program preparation. In summary, he stated: I am of 
the opinion that a cross-section view of the nature of the various pro- 
grams conducted by Chapters will be beneficial to all, and of possible 
assistance to each of us who is having difficulty perhaps in one or more 
particular phases. 


Programs fall into two general classifications: 


I. Technical activities which are conducted primarily for business, 
educational and instructive purposes, and 


II. Social activities whose chief aims are enjoyment, relaxation, the 
promotion of good fellowship, and to enable the participants 
thereof to become better acquainted. 

The most usual technical activities are: 

1. The regular monthly meeting which usually takes the form of a 
dinner followed by a business session, after which there is a pres- 
entation of a technical subject by either an outside speaker or a 
Chapter member. A question and answer period usually follows 
the presentation. An informal round-table discussion of a selected 
subject may replace the formal speech, or the meeting may be held 
jointly with another organization, generally of an accounting 
nature. 


2. Educational activity which is generally conducted in conjunction 
and cooperation with a University or other accredited institution 
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of learning in the nature of an organized course which is recog- 
nized as part of the institution’s regular curriculum, or it may take 
the form of an occasional lecture only. 


3. The authorship of articles on the various phases of auditing or 
specific matters in the auditing field, written for the purpose pri- 
marily of publication in The Internal Auditor. 


Mr. George Appleton, President of the Toronto Chapter, led the dis- 
cussion relative to the conduct of meetings. He expressed interest in the 
policies of other Chapters relative to expenses incurred for outside speak- 
ers, the use of stenographic services, contributions to welfare drives, and 
the subsidization of a portion of the members’ monthly meeting costs. 


Only three Chapters indicated that they had had occasion to engage 
outside speakers; namely, Toronto, Cleveland, and New York. No 
attempt was being made by Chapters to subsidize any portion of the mem- 
bers’ monthly meeting costs; and no policy of contribution to welfare 
drives had been established. 


Mr. C. J. Ghesquiere, past President of the Detroit Chapter, led the 
discussion relative to Chapter Finances. Several Chapters indicated that, 
due to low administrative costs, a sizable bank balance was being built 
up. As a result of this discussion, it was decided that consideration be 
given, on an individual Chapter basis, to the possible return of funds to 
the National Organization. These funds could be utilized in the broad 
educational program which the National Organization has planned. 


Mr. F. W. Powers advanced the suggestion that, in those cases where 
a Chapter found itself with a cash balance in excess of its immediate 
needs, the money could be refunded to the National Organization, desig- 
nated to be applied to a specific purpose, such as a research project, the 
cost of more frequent publications of “The Internal Auditor,” etc. The 
contribution of the Chapter could be acknowledged by indicating the 
extent to which it had contributed. 


In a general discussion led by Mr. Cunningham and Mr. Cadmus, it 
became evident that many questions relating to the handling of excess 
funds in Chapter treasuries would have to be resolved through action of 
the Board of the National Organization, giving consideration to the vari- 
ous suggestions presented. 


The Conference was attended by thirty members representing eleven 
Chapters of the Institute. 


NATIONAL ORGANIZATION NOTES 


By BRADFORD CADMUS, Managing Director 


OUR MEMBERSHIP AND CHAPTERS 


INCE our last issue, three new Chapters have been organized—all 
within a span of less than thirty days, but covering a very consider- 
able span in geography. 


The first—and No. 21 in Tue Instirure—was London, England, 
where the work of J. R. Robinson as temporary chairman culminated in 
the Chapter formation meeting on February 27. The officers elected were: 

President—Joun R. Ropinson 
Vice President—Percy B. Hitts 
Secretary—RAa.pu P. TEsTER 
Treasurer—Haro.p E. OssBorn 
Governor—R. Hector Sim 


On March 1, Chapter No. 22 was organized in Baltimore, where John 
T. Cooper had been serving as temporary chairman in developing the nec- 
essary membership. Here the officers chosen were: 
President—Joun T. Cooper 
Vice President—Gerorce R. WeITzeEL 
Secretary—JuLiaANn C. WILKINS 
Treasurer—GEorGE N. SCHREIBER 
Governor—Joun B. BAnz 


Harry Warthen, Jim Miller and Frank Fisher came from Philadelphia to 
attend the organization meeting. 


Then on March 25, the Houston members held their organization 
meeting with Glenn Bodman, the Southwest divisional chairman, present 
to help them get started. Much of the groundwork here was done by 
O. L. Luper and Paul W. Newman. The first year’s officers are: 


President—A. LYNN PorRTER 

Vice President—Ivan S. OpEN 
Secretary-Treasurer—HowE tt S. Faw 
Governor—Paut W. NEwMAN 


Our membership continues its healthy rate of growth, with a total of 
1483 at the close of April. Active work toward Chapter status is go- 
ing forward in several locations—concerning which there will be more in 
our next issue. 
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PUBLICATIONS 
The Statement of Responsibilities has been given wide circulation, 
and we have received many requests for additional copies. Some organi- 
zations have made distribution to all of their internal audit staff and to 
executive personnel. 


We are glad to report that many of The Institute’s publications sur- 
vived the Brock and Wallston fire. Our readers will find on the back 
cover a listing of the available publications. We are also able to furnish 
back issues of The Internal Auditor—except that our stock is very low 
on a few numbers, and we can fill only a limited number of orders. 


By the time our members receive this issue, they should have received 
their copies of the papers presented at the Detroit Conference which have 
been published under the title: “Increasing the Usefulness of Internal 
Auditing.” Additional copies are available to members and others at 
$2.50 each. 


CONGRATULATIONS 


Charles S. Webster, Treasurer of Tue Institute, has been made 
Controller of National Biscuit Company. 


Clinton A. Sullivan, of the New England Chapter, has been named 
Assistant Vice President of Liberty Mutual Insurance Company, in charge 
of the auditing department. 


OTHER ORGANIZATIONS 


Earle Cunningham addressed the Toledo Chapter of N.A.C.A. on 
March 16 and the Pennsylvania Society of C.P.A.’s on May 7. 


Earle Green, of the Philadelphia Chapter, talked to the Bridgeport 
Chapter of N.A.C.A. on April 15. The topic—‘“Internal Audit of the Cost 
Accounting Function.” 


John Thurston spoke before the American Management Association 
on March 19 on “Why Budget Controls are Necessary for Sales Manage- 
ment.” 


Jack Laurentz conducted a session on Internal Auditing at the joint 
conference of the American Gas Association and the Edison Electric In- 
stitute in St. Louis on April 13. 


Vic Brink addressed the Bridgeport Control of the Controllers Insti- 
tute on March 3 and helped to plan the Accounting Employers’ Confer- 
ence at the University of Michigan on April 21. 
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The Tulsa Chapter was one of the sponsors of an accounting confer- 
ence at the University of Tulsa on May 13 and 14, presenting a session on 
Internal Auditing. There will be an account of this in our next issue. 


CHAPTER VISITS 


In the past few months we have been able to visit a majority of our 
Chapters. Speaking alphabetically, since we last wrote, we have been in: 
Baltimore, Boston, Chicago, Cleveland, Dayton, Detroit, Houston, Mon- 
treal, Philadelphia, Pittsburgh, Saginaw Valley, St. Louis, Toronto, Tulsa 
and Twin Cities. 


We would like to write of our experiences in each location, but with 
so many we shall have to content ourselves with the blanket and very true 
statement that we thoroughly enjoyed each visit—with the opportunity to 
become better acquainted and to learn more of the problems of our Chap- 
ters and to inform them of some of the problems and activities of the 
National Organization. 


The Cleveland Chapter did an excellent piece of work in organizing 
the second Mid-West regional meeting, which is described elsewhere in 
this issue. 


SUMMARY OF CHAPTER NEWS 


BALTIMORE—by Joun B. Banz 


The Baltimore Chapter was formally organized on March Ist, 1948 
at the Emerson Hotel, Baltimore, Maryland. 


Present on the occasion were Mr. Bradford Cadmus, Mr. Harry H. 
Wharthen of Philadelphia, Chairman, Chapter Formation Committee, 
Eastern Division; Mr. James M. Miller, Jr., President of the Philadelphia 
Chapter and Mr. Frank M. Fisher, Past President of Philadelphia Chap- 
ter. 


The Chapter consists of eleven members and two associate members, 
all of whom were present at the inaugural dinner meeting. They promptly 
elected John T. Cooper, President; George R. Weitzel, Vice President ; 
Julian C. Wilkins, Secretary ; George N. Schreiber, Treasurer and John B. 
Banz, Governor. 


On March 29th, 1948, the Chapter began functioning under the able 
direction of its officers. By-Laws were drafted and adopted, and essen- 
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tial Committees were appointed. As a means of becoming better ac- 
quainted with each other and of obtaining information relative to the 
auditing procedures employed by each member in his respective field of 
endeavor, the Chapter adopted a program whereby each member, on an 
assigned meeting night, will deliver a brief talk on the type of business in 
which he is engaged and the auditing methods employed in that business. 


The first of these addresses was delivered by Lester L. Duncan, of the 
Shell Oil Company, and was an immediate success. The nine members 
who were present at the meeting were very much interested and obtained 
valuable information on the auditing procedures in effect in the oil indus- 
try. At the April meeting the membership was addressed by Julian C. 
Wilkins of the Glenn L. Martin Company, on auditing methods and prac- 
tices employed by this aircraft plant. 


CHICAGO—by Wa ter T. Horstetrer 


Mr. Leonard Spacek, C.P.A., Administrative Partner of Arthur An- 
dersen & Co., was the guest speaker at our February meeting, selecting as 
his subject “Moulding the Policies of the Internal Auditing Department.” 
Mr. Spacek is an outstanding authority on internal auditing theory and 
practice and has done much in the advancement of the internal auditing 
profession. His talk was very interesting and covered many focal points 
such as (1) to whom shall the auditor report? (2) the scope of the audi- 
tor’s activities, and (3) report writing, etc. Each of the topics mentioned 
was thoroughly discussed by the members and it was the consensus that 
all had profited considerably by their attendance. 


The March meeting was addressed by Mr. H. B. Eversole, C.P.A., 
Director of Finance, U. S. Atomic Energy Commission, Office of Chicago 
Directed Operations, on the subject of “Problems of Atomic Energy Ac- 
counting.” Mr. Eversole’s talk included a number of interesting phases 
of accounting as they are practised by the Government with respect to 
atomic energy projects. Our Associates in particular found the subject to 
be extraordinarily interesting, and lost little time in entering into a lively 
discussion with the speaker. 


Mr. L. R. Haas, Auditor, The Chicago Title & Trust Co. and Past 
President, Chicago Chapter, addressed the members at the April meeting, 
his subject being “Audits of Investments.” Mr. Haas presented his ma- 
terial in his usual interesting manner, and although it was recognized that 
his subject was of a specialized character, there could not be any doubt 
but what it stimulated the thinking of all those in attendance. 
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CLEVELAND—by E. R. Marteer 


At our February meeting Mr. John W. Love, who has been associated 
with Scripps-Howard newspapers during the greater part of his thirty 
years in newspaper work, was the speaker. His column is syndicated and 
appears in many prominent Ohio newspapers. The subject of his talk was 
“Ts Inflation Over ?” 


The Chapter was host to the Mid-West Conference held in Cleveland 


in March. A report on the Conference will be found elsewhere in this 
issue. 


The April meeting featured as speaker Mr. Albert Dowell, Manager 
of Internal Auditing and Systems Department of the B. F. Goodrich Com- 
pany. This meeting was held in Akron, Ohio, with Mr. F. M. Kassinger 
of the General Tire and Rubber Company as Chairman. 


DAYTON—by V. E. Krnzic 


At the January meeting the subject “Wage and Hour Law Legisla- 
tion” was presented by Mr. Ray M. Suter, Director of the Industrial Re- 
lations Department of the Ohio Chamber of Commerce. During his talk 
he touched on the various phases of the legal and economic factors that 
are the basis of the regulations. He elaborated on the many problems 
inherent in administration interpretation and definition of the law. 


Mr. E. I. Gerhard—Controller of the Leland Electric Co., Dayton, 
Ohio—Past President of Dayton Chapter, National Association of Cost 
Accountants and Vice President of the Dayton Control, Controllers Insti- 
tute of America, spoke on the topic “Inventory and Scrap Control.” This 
topic was of import to all of those present ; and he discussed in a practical 
and thorough manner the means of keeping inventories down and stand- 


ardizing production items in order to reduce scrap and maintain a control 
over it. 


Mr. Bradford Cadmus was present at our February meeting. This 
was the first occasion we were honored by the presence of someone from 
the National Organization. Brad told us something concerning Chapter 
activities, all of it very interesting. 


At the March meeting one of our own members, Claude H. House, 
affiliated with the Frigidaire Division of General Motors Corporation, 
presented a paper on “Accounting Procedures and Their Functions,” a 
subject of utmost interest to all of us. 











The Internal Auditor 


DETROIT—by H. G. Bow es 


We were fortunate at our February meeting to have as a speaker Pro- 
fessor L. A. Schmidt, of the University of Michigan School of Business 
Administration, who spoke on the subject “Logic of Accounting.” Profes- 
sor Schmidt emphasized the fundamental concepts of accounting and out- 
lined their basic logic. He is very interested in the internal auditing func- 
tion and its relation to management, and advised us that this would be 
emphasized in Michigan’s curriculum next year. 


Our speaker for the March meeting was Frederick C. Nash, Partner 
in the Detroit law firm of Bodman, Longley, Bogle, Middleton & Arm- 
strong. Mr. Nash’s subject was “A Lawyer Looks at Business.” He 
pointed out to us some of the pitfalls that business -may fall into under 
modern law. He also discussed the manner in which statutes were some- 
times legally circumvented and gave us specific illustrations. Mr. Nash 
emphasized the fact that a code of ethics is important in modern business 
and we should not call on the lawyers to get us out of trouble but rather 
to advise us before mistakes are made. 


The April meeting was addressed by Donald M. Russell, Partner in 
the accounting firm of Lybrand, Ross Bros. & Montgomery. Mr. Russell, 
who is past President of the Detroit Chapter NACA and past member of 
the National Board NACA, was particularly well qualified to speak on 
the subject “Certain Generally Accepted Principles of Cost Accounting.” 
Edward Barr, Partner in the public accounting firm of Barr & Hobart 
acted as chairman for the evening. 


LONDON, ENGLAND—by J. R. Rosprnson 


The London Chapter held its inaugural meeting on February 27th 
when the following ten Chapter members were present : 


A. H. Abbot—General Motors Ltd. 
P. B. Hills—Dunlop Rubber Co. Ltd. 

G. E. Hindshaw—The Goodyear Tyre & Rubber Co. Ltd. 
H. E. Osborn-—British Transport Commission 

H. W. Parker—Standard Telephone & Cables Ltd. 

R. A. Reid—Philips Lamps Ltd. 

J. R. Robinson—Lever Brothers & Unilever Ltd. 

R. H. Sim—Sun Life Assurance Co. of Canada 

R. P. Tester—Lever Brothers & Unilever Ltd. 

N. W. Wright—-Gulf Oil Corporation 
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Mr. W. M. Lash, of the Danish Bacon Company Ltd., and Mr. R. W. 
Abbotts, of the National Cash Register Co. Ltd., were unfortunately un- 
able to be present. 


The following members were appointed to hold office until May, 
1949: 
President—J. R. Rostnson 
Vice President—P. B. H111s 
Secretary—R. P. Tester 
Treasurer—H. E. OsBorn 
Governor—R. H. Sim 


The Chapter now has a membership of sixteen, which is likely to be 
increased to eighteen in the immediate future. 


The programs for the three meetings held during the last quarter of 
the season were as follows: 


At the April 7th meeting the subject was “The Responsibilities of the 
Internal Auditor—A Consideration of the Statement issued by The Insti- 
tute of Internal Auditors.” The Discussion Leader was Mr. H. E. Os- 
born, B.Com., C.A., Director of Accounting to the British Transport Com- 
mission. 


At the May 5th meeting the subject was “Organisation and Meth- 
ods,” and the Discussion Leader was Mr. K. S. Jefferies, Deputy Director 
General of the Organisation and Methods Division of the British 
Treasury. 


The June 2nd meeting was devoted to further discussion of “The 
Responsibilities of the Internal Auditor.” 


LOUISVILLE—by T. E. Graves 


At our February meeting Norman White, of Reynolds Metals Com- 
pany, spoke on “My Problems—How Would You Solve Them?” Norman 
says that he gleaned some good ideas from the discussion that ensued and 
certainly the participants, of which there were many, also benefited. The 
second subject, which was well handled by Howard Raplee, of the Girdler 
Corporation, our Vice President, was “Verification of Payrolls.” 


“Processing Customers’ Orders” and “Auditing Capital Assets” were 
the subjects for the March meeting, being most capably presented by 
Erven Lichtenberg, of Clayton & Lambert Manufacturing Company, and 
Bernard Horstman, of Enro Shirt Company, respectively. 
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Continuing the method we have been using, our meeting on April 21 
was also very successful for the speakers were able to stimulate discus- 
sions that continued after the meeting had been officially closed. J. R. 
Britten, of Reynolds Metals Company, was the leader for the topic “Audi- 
ting Branch Office Disbursements,” and Carl Schork spoke on the subject 
“Auditor-Management Relationships.” Six guests were present at this 
meeting—an excellent indication of interest in our Chapter, which has 
now increased to seventeen members. 


MIAMI—by James D. TraHey 


During the past Quarter one of the meetings was turned over to the 
junior members, all of whom gave interesting interpretations concerning 
the duties and qualifications of an internal auditor. Younger members 
show that they have given much thought and preparation to the subject. 

Various members have talked about their cash problems and controls 
in effect in their particular organizations. Thus two entire evenings have 
been taken up with the problem of cash. 

At the next meeting the plan is to go into the subject of accounts 
receivable. 


MILWAUKEE—by D. E. Doo ry 


At the January meeting, Lester S. Frost, Special Auditor, Crime Cov- 
erages, Liberty Mutual Insurance Company, Boston, Massachusetts, 
spoke on “Embezzlement, Its Control Through Accounting.” This sub- 
ject was ably presented and featured several interesting examples of the 
ways in which losses occurred, the contributing causes, and the best meth- 
ods of prevention of repetition of such losses elsewhere. Jack Blum and 
Frank Nicholson are to be congratulated for arranging this meeting. 


Two of our own members combined very creditably in presenting two 
interesting papers at the February meeting. O. C. Heming, Phoenix Ho- 
siery Company, covered the audit of accounts payable and J. J. McCue, 
discussed the audit of branch inventories. A lively discussion period fol- 
lowed each of these talks. 


Mr. W. E. Tuck, Blatz Brewing Company, another of our members, 
started the ball rolling in our March meeting with an excellent talk on 
auditing the purchasing department. The paper has been sent to the Edi- 
torial Committee. 


An outstanding meeting was planned for April with John Thurston as 
the speaker. Local presidents of the other accounting and management 
societies in Milwaukee were invited. John’s subject was “The Relation of 
Internal Auditing to Other Control Functions.” 
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Your reporter spent three days in St. Louis at the National AGA 
EEI Accounting Conference, where he was pleased to find many Institute 
men taking a leading part in the field of utility accounting and manage- 
ment. Jack Laurentz did an excellent job of furthering the interests of in- 
ternal auditors and Tue Institute at this meeting. Several Chapter 
presidents were also active in this work. 


Cornish Heming, Phoenix Hosiery Co., is leading an active member- 
ship drive in the year-old Milwaukee Chapter that should make Gordon 
Crowder quite pleased. Milwaukee encourages all members of The Insti- 
tute to go to Chicago in October. 


MONTREAL—by J. W. H. Maxwe tr 


The interest shown at the monthly meetings of the Montreal (Can- 
ada) Chapter has continued throughout the Chapter year. We have had 
interesting speakers covering a well balanced variety of subjects with 
keen interest displayed by members participating in-the discussion period 
after each address. 


In February, the meeting was addressed by our Chapter Vice-Presi- 
dent, Kenneth W. Atkinson, General Auditor of the Dominion Rubber 
Company, Limited, on the subject of “Internal Audit Programme and 
Coverage” in which the speaker brought out that the Internal Audit Pro- 
gramme was only a guide and that the effectiveness was dependent on 
the quality of the crew rather than the programme itself. 


The March meeting, being our Third Anniversary, had an all-time 
record attendance to hear our INstituTE President, Earle H. Cunning- 
ham, General Auditor of General Motors Corporation, Detroit, deliver an 
address on “The Utility of Internal Auditing” pointing out that the prob- 
lem ahead was largely educational: management had to be taught what 
the qualified and well-directed auditor could do for it. The scope of his 
duties, his objectives and responsibilities had broadened materially. They 
were no longer limited, as in early days, to the detection of fraud and 
error in accounting, but included many advisory and constructive func- 
tions. 


April meeting took the form of an “Open Forum” under the Chair- 
manship of M. H. Robinson, Assistant-Manager, the Royal Bank of Can- 
ada, and brought a wealth of material for discussion. 


The closing meeting of the current season, in May, was addressed by 
Paul Kellogg, of Stevenson & Kellogg, Ltd., Management Engineers, on 
the subject of “Dynamic Costing.” 
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NEW YORK—by J. Ernest Laurie 


Our February meeting is summarized in another part of this issue of 
The Internal Auditor. 


The March meeting was held on the Thursday before Good Friday, 
and the attendance was consequently appreciably less. This meeting was 
devoted to a Quiz Program, the members having been requested before- 
hand to send in any questions they might wish answered, particularly con- 
cerning knotty problems; and from these Phil Salman, of Socony-Vacuum, 
who was Master of Ceremonies for the program, selected the following 
with which he tagged the three Chapter ex-presidents who formed the 
panel, Messrs. Atkisson, Farnan and Thiel. 


(1) To what extent should operations be audited ? 

(2) How do you make an audit, if any, of small tools? 

(3) To what extent do you audit fixed assets? 

(4) Should the approval of new accounting procedures before instal- 
lation be one of the functions of the Internal Auditor ? 


These questions and the answers provoked enough discussion to fill 
out the evening. Some of the remaining questions may be presented to 
the Industries Committee for their consideration. 


The final meeting of the Chapter year was held on May 6th. A paper 
on “Fraud—Its Detection and Prevention” was presented by Wyllys S. 
Newcomb, Assistant District Attorney. Mr. R. B. Milne was discussion 


leader. At this meeting Officers and Governors were elected for the 
coming year. 


PHILADELPHIA—by James M. Apxrns, Jr. 


Mr. Robert W. Williams, partner of Price, Waterhouse & Company, 
addressed the February meeting. The subject was “What Is the Latest 
on Cooperation between Public Accountants and Internal Auditors.” 
Two of the most important points discussed were: the need for an annual 
joint review of the internal auditor’s program after each examination and 
changes in the public accountant’s program to reduce peak loads. In 
addition to his subject, Mr. Williams discussed the steady increase in the 
percentage of income required to pay taxes to local, state and national 
governments pointing out that unless the trend is reversed the power to 
tax includes the power to destroy. 

The “Relationship between Controller and Internal Auditor” was 
the subject of the March meeting. Our speaker, Thomas S. Lever, Vice 
President of the Philadelphia Gas Works Company, was formerly mana- 
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ger of the Internal Audit Department and controller of his company. 
Based upon his experience as auditor and controller, Mr. Lever expressed 
the opinion that the auditor should not report to the controller. The two 
principal reasons were the controller’s perfectly natural inclination to use 
the audit staff when any accounting section is temporarily overloaded, 
and to favor his own when differences in opinion occur. 


The discussion period was one of our best and many interested ques- 
tions on audit and systems procedure were answered by the speaker. 


At the April meeting we heard an old friend with a new subject. 
John B. Thurston spoke on “Management-Auditing Inside and Outside.” 
To most of us a management audit would be an additional operation not 
included in our current audit programs. We all welcomed the opportunity 
to hear Mr. Thurston on this subject and the ensuing discussion of his 
talk. 


PITTSBURGH—by W. H. Lipp. 


The Committee on Auditing Procedure of the American Institute of 
Accountants recently published a pamphlet entitled “Tentative State- 
ment of Auditing Standards.” Our February meeting consisted of a dis- 
cussion of this pamphlet and its application to the internal auditing 
profession. 


Member L. F. Adams, Auditor, Dravo Corporation, led a discussion 
on the subject “Auditing Manuals” at our March meeting. This proved 
to be a very interesting meeting, provoking many questions. The con- 
sensus of the group was that Auditing Manuals are a necessity, but the 
scope covered by the manual should be patterned to suit the needs. 


Mr. Bradford Cadmus was present at our April meeting. He deliv- 
ered a short address to the group, relating present and contemplated 
activities of the various National Committees. In addition to having 
Brad with us for the evening, we were very happy to have had another 
member from the New York Chapter meet with us, Mr. Frank A. 
Lamperti. Members of other Chapters are always welcome at our 
meetings. 


Member John E. Ralph, Jr., Supervisor of Audits, Rockwell Manu- 
facturing Company, addressed our group at this meeting on the topic, 
“Decentralized Accounting.” Rockwell Manufacturing Company has re- 
cently installed decentralized accounting systems at their various plants, 
and John outlined in detail the many ramifications of such an undertak- 
ing. After the address, members entered into a discussion of several 
points which proved very interesting to all. 
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ROCHESTER—by A. Witiram KNitrTer 


The speaker at the February meeting was Mr. Winthrop E. Heyer, 
vice-president of the Chapter and Assistant Treasurer of the Ritter Com- 
pany. Mr. Heyer discussed “The Audit of Payables,” presenting exhibits 
supporting the various phases of his talk. Questions of particular interest 
to the members in attendance were answered at length during the discus- 
sion period at the close of the talk. 


In March, the Chapter was fortunate in having Mr. F. E. Hawkins, 
Assistant Secretary of Canada Packers Ltd., as its speaker. Mr. Hawkins 
discussed “The Audit of General Ledger Accounts.” 


The April meeting was devoted to “The Co-ordination of Internal 
Auditing and Methods,” a paper by Mr. Frederick M. Upchurch, of the 
G. L. F. Exchange Farm Service Inc., Ithaca, New York. 

For the annual meeting in May, Rochester was fortunate in having 
Mr. Earle H. Cunningham, our National President as the speaker. Mr. 
Cunningham’s subject was “The Duties and Responsibilities of the In- 
ternal Auditor.” At this meeting the Rochester Chapter was host to 
representatives of the two Rochester Divisions of the General Motors 
organization. Rochester members of the New York State Society of 
Certified Public Accountants, and the National Association of Bank 
Auditors and Controllers, were also present. 


SAN FRANCISCO—by H. E. Carmicuaer 


At our April meeting a panel discussion was held on the question 
“How Should an Internal Audit Program be Developed Which Will As- 
sure Management that its Employee Relations Policies are Adminis- 
trable,” with Mr. John T. S. Byrne, Audit Supervisor, U. S. Steel Corpora- 
tion, acting as moderator. Other members of the panel were: 


Mr. Finley J. Thompson, Controller, Rainier Brewing Co.,—‘“Line 
Organization Viewpoint.” 


Mr. Leslie E. Bennett, Assistant General Auditor, Standard Oil Com- 
pany of California—‘Internal Auditors’ Viewpoint.” 


Mr. James G. Allen, Supervising Accountant, Price, Waterhouse & 
Company—“Outside Auditors’ Viewpoint.” 
TORONTO—by J. A. Brae 


The February meeting was attended by 22 Members and 11 Guests. 
We were especially honored at this meeting by the presence of Mr. Brad- 
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ford Cadmus, Managing Director of The Institute. Brad talked to us 
briefly on recent developments in connection with the expansion of The 
Institute, as well as various points of general interest to the membership. 
He also participated freely in the program of the evening. 


The program of the meeting was led by Mr. W. J. Venator, Vice- 
President of the Toronto Chapter. His subject was: “Consideration of 
the Necessity for Adequate Accounting Procedures to Prevent Possible 
Financial Losses, as Affecting Sales, Service and Other Types of Reve- 
nue.” Mr. Venator was assisted by the following members: 


W. B. Fester, W. J. Townsend, C. C. Mackecknie, E. Paterson. 


These gentlemen answered the questions asked by Mr. Venator. 
Then a short discussion took place on each question. The following ques- 
tions were asked by Mr. Venator: 


i—lIs it your opinion that no articles of any kind, whether merchan- 
dise, materials, or sundry items such as parcel stationery, should 
be permitted to leave your premises without an invoice being 
issued ? 


LS) 


Should the regular sales-invoicing procedure, or some other 
method, be used for Interworks or Inter-Plant shipments? 


3—Should the invoicing method for the sale of scrap materials be 
exactly the same as for saleable merchandise ? 


4—Should lower prices or greater discounts for larger quantities be 
subject to internal audit? 


wa 


In the Publishing Business, what means should be taken to en- 
sure that all subscriptions, Advertising, or Services are properly 


billed ? 


The meeting of April 2nd was addressed by Professor R. B. Taylor 
of the University of Western Ontario, and his subject was “Education for 
Business at Western.” He followed the progress of an imaginary student, 
one John Jones, through the Business Administration course at his Uni- 
versity. On the conclusion of Professor Taylor’s talk, a short discussion 
took place. Twenty members and seventeen guests were present. 


The Toronto Chapter was represented at recent Institute affairs in 
Cleveland by George Appleton; in Montreal by Henry Vincent; and in 
Rochester by Fred Hawkins. In addition Mr. Child, Chairman of our 
Educational Committee has spoken to University groups at Toronto and 
London and to other groups and Chapters of the Institute during recent 
weeks. 








60 The Internal Auditor 


TULSA—by Gien T. BopMANn 


The principal speaker at the February meeting was Mr. Robert B. 
Snyder, Manager of the Tulsa office of the Oklahoma Employment Se- 
curity Commission. It was a very interesting meeting and covered such 
topics as “Who May File Claims for Unemployment Payment ?”, “Who 
Receives Payment and Under What Conditions?”, “The Employer Co- 
operates in Rendering Information to the District Offices,” and “What the 
Employer May Do To Safeguard His Credit Standing.” 


Mr. Presley Ford, Jr., of Haskins and Sells, led a discussion on “Au- 
dit Procedure for Cash Receipts.” From the interest shown in Mr. Ford’s 
discussion, there was no question as to the timeliness of the topic. 


At the March meeting, Chapter President Neil Miller, Assistant 
Treasurer of Dowell Incorporated, presented Mr. Earle H. Cunningham’s 
paper on “The Essentials of Internal Auditing.” We in internal auditing 
have long appreciated Mr. Cunningham’s papers, and this one was no 
exception. Following this presentation, there was a round-table discus- 
sion on “Managerial Control Through Internal Auditing.” 


The April meeting gave us another introduction to unemployment 
taxes in a talk by Mr. J. C. Cates, Chief of the Contribution Section of 
the Oklahoma Employment Security Commission, on the topics of “Ex- 
perience Ratings in Connection with Unemployment Payments,” “Method 
of Computing Experience Ratings,” and other related matters. The dis- 
cussion was followed by a very interesting question period, and all in at- 
tendance not only have a much better idea of the problems of the Security 
Commission, but also know how to best safeguard the ratings of their 
principal. 

All three of these meetings were exceptionally well attended and the 
interest in the Tulsa Chapter is constantly growing as is evidenced by the 
recent increase in membership. 
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Secretaries 
JULIAN C. WILKINS 
The Glenn L. Martin Company 
Middle River 
Baltimore, Md 


WM. A. McKNIGHT 
American Steel Foundries 
410 N. Michigan Avenue 
Chicago 11, Illinois 


ELMER J. NORST 

American Steel & Wire Company 
301 Rockefeller Building 
Cleveland 13, Ohio 


V. E. KINZIG 

Dayton Power & Light Co. 
25 North Main Street 
Dayton, Ohio 


DAN H. BUTLER 

Packard Motor Car Company 
1580 E. Grand Boulevard 
Detroit 32, Michigan 


HOWELL S. FAW 
Hughes Tool Company 
300 Hughes Street 
Houston 2, Texas 


RALPH P. TESTER 
38 Heathfield Road 
Acton 
London W.E. 3, England 
FRANCIS J. O'BRIEN 
Southern Calif. Gas Co 
Box 3249 Terminal Annex 
Los Angeles 54, Calf. 


B. J. HORSTMAN 

The Enro Shirt Company 
1010 S. Preston Street 
Louisville 3, Kentucky 


WILLIAM BROCKERMANN 
National Airlines, Inc. 

3240 N. W. 27th Avenue 
Miami 37, Florida 


GEORGE A. BECKER 

Kearney & Trecker Corp 
6784 W. National Avenue 
Milwaukee 14, Wisconsin 
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CHAPTER DIRECTORY (Cont’d) 


Chapters Presidents Secretaries 
Montreal R. A. TAYLOR J. W. HERBERT MAXWELL 
Sun Life Assurance Co. of Canada Canadian Industrial Alcohol Co. Ltd 
Dominion Square P. O. Box 308 — Station “B” 
Montreal 2, Canada Montreal, Canada 
New HAROLD A. ELDREDGE JOHN H. LOGUE 
England Gillette Safety Razor Co. Negea Service Corporation 
15 West First Street 727 Massachusetts Avenue 
South Boston, Massachusetts Cambridge, Massachusetts 
New York JOSEPH E. GLASS JOHN R. DONELIK 
Guaranty Trust Company 11 Fillmore Street 
140 Broadway Newark 5, New Jersey 
New York 15, New York (Prudential Insurance Co. of America) 
Phila JAMES P. MILLER, JR CURTIS H. SMACK, SR 
delphia The Atlantic Refining Compan) Gulf Gil Corporation 
260 S. Broad Street, Rm. 101 1515 Locust Street 
Philadelphia 1, Penna Philadelphia 2, Penna 
Pittsburgh JOSEPH M. TRANT WILLIAM M. HALL 
Consolidated Natural Gas Co Touche, Niven, Bailey & Smart 
545 Wm. Penn Place 906 Keenan Building 
Pittsburgh 19, Penna 643 Liberty Avenue 


Pittsburgh, Penna 


Rochester WILBUR S. CONNELLY ALLAN J. BAIN 
Eastman Kodak Company Eastman Savings & Loan Assn 
Kodak Park Works 377 State Street 
Rochester, New York Rochester 4, New York 
Saginaw EDWARD H. WYLIE HUBBARD WAALER 
Valley Palace Corporation 1. C. Spark Plug Divn. GMC 
P. O. Box 58 Hemphill Road Dort Highway 
Flint, Michigan Flint, Michigan 
San HENRY B. DAVIDSON T. FRANK McCLUSKEY 
Francisco American Trust Company The Borden Company 
464 California Street 1325 Potrero Avenu 
San Francisco 20, California San Francisco 19, California 
St. Louis ADOLF E. SCHURICHT GILBERT McDONALD 
Banner Iron Works Ralston Purina Company 
4560 Shaw Avenue 835 S. 8th Street 
St. Louis 10, Missouri St. Louis, Missouri 
Toronto GEORGE APPLETON ROBERT H. WOOD 
Toronto Hvydro-Electric System Lever Brother. . Lid 
14 Carlton Street 299 Eastern Avenue 
Toronto, Canada Toronto, Canada 
Tulsa NEIL MILLER E. K. HOLBERT 
Dowell, Incorporated Tide Water Associated Oil Co 
Rm. 513, Kennedy Building Thompson Building 
Tulsa 3, Oklahon I 1, Oklahoma 
Twin Citic R. J. HARRIGAN K. N. HETLAND 
General Mills, Ini Gamble Scogmo, In 
400 Second Avenue South 15 North 8th Street 


Minneapolis 1, Minnesota Minneapolis 3, Minn 





CHAPTER MEETING DATES 
AND PLACES 


T*HE following list of meetings dates and places has been compiled 


for the benefit of itinerant members of Tue INstiTUTE. 


Chapter 
BALTIMOR! 
CHICAGO 
CLEVELAND 
DAYTON 
DETROIT 
Houston 
Lonpon, ENGLAND 
Los ANGELES 
LOUISVILLE 


MIAMI 


MILWAUKEE 
MONTREAL 
New ENGLAND 
New York 
PHILADELPHIA 
PITTSBURGH 
ROCHESTER 
SAGINAW VALLEY 
SAN FRANCISCO 
St. Lours 
ToRONTO 
TULSA 

Twin Cites 


Not! 


Meeting Date 
To be announced 
Third Wednesday 
Fourth Wednesday 
Fourth Monday 
Fourth Tuesday 
To be announced 
First Wednesday 
Second Tuesday 
Third Wednesday 


Second Tuesday 


To be announced 
Fourth Monday 
Third Tuesday 
To be announced 
Second Monday 
Second Thursday 
Third Thursday 
Third Tuesday 
Second Wednesday 
Second Thursday 
Last Friday 
Second Thursday 


Third Wednesday 
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Meeting Place 
To be announced 
Bismarck Hotel 
Hollenden Hotel 


To be announced 


Wardell-Sheraton Hotel 


To be announced 


Antoine's 


Los Angeles Athletic Club 


Seelbach Hotel 


Downtown Club 
Seybold Arcade 


Blatz Hall 


The Four Hundred Club 


Hotel Vendome 
Hotel Martinique 
Engineers Club 
Fort Pitt Hotel 
Hotel Normandie 


To be announced 


Army and Navy Club 


Lennox Hotel 
Royal York Hotel 
Hotel Tulsa 


Curtis Hotel 


Many of the Chapters hold no Summer meetings 





OFFICERS AND DIRECTORS 
of 


THE INSTITUTE OF INTERNAL AUDITORS, INC. 
FOR THE FISCAL YEAR ENDING SEPTEMBER 30, 1948 


OFFICERS 


President: EARLE H. CUNNINGHAM 
General Motors Corporation 


Ist Vice President: ARTHUR J. E. CHILD 
Canada Packers Limited 
2nd Vice President: GORDON G. CROWDER 
Peabody Coal Co. 
Treasurer: CHARLES S. WEBSTER 
National Biscuit Co. 
Secretary: CLIFFORD A. WATKINS 
Bankers Trust Co. 


DIRECTORS 


Three Year Directors 


Term Expiring 1950 VICTOR Z. BRINK 
West, Flint & Co. 
CHARLES Jj. FUE 
The Brooklyn Union Gas Company 
CHARLES J. GHESQUIERE 
The Detroit Edison Company 


HERBERT KIMBALL 
Lockheed Aircraft Corp. 


Term Expiring 1949 CHARLES J. HILL 
The Peoples Gas Light & Coke Co. 
DAVID B. MATHIAS 
Bankers Trust Co. 


PHILLIPS C. SALMAN 
Socony-Vacuum Oil Co., Inc. 


HARRY H. WARTHEN 
Provident Mutual Life Insurance Co. 
Term Expiring 1948 GLENN T. BODMAN 
Continental Oil Co. 
JOSEPH J. CLAIR 
Metropolitan Life Insurance Co. 
LE ROY R. HAAS 
Chicago Title & Trust Co. 
J. ERNEST LAURIE 
Prudential Insurance Company of America 
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Officers and Directors 65 
One Year Directors 
HERBERT C. M. COBB 
Worthington Pump & Machinery Corp. 


FREDERICK A. COOPER 
Bruck Silk Mills, Ltd. 


FRANK M. FISHER 
The Lehigh Coal & Navigation Co. 


J. McCALL HUGHES 
The Mutual Life Insurance Co. of New York 


ARTHUR H. KENT 
Standard Oil Co. of California 


J. K. LAURENTZ 
The Brooklyn Union Gas Company 


J. P. LONG 
Cleveland Cliffs Iron Co. 


HARRIS R. SYMES 
The Detroit Edison Company 


JOHN B. THURSTON 
Wallace Clark & Company 


WILBERT A. WALKER 
United States Steel Corp. of Delaware 


Past Presidents 


1943-1944 WILLIAM H. GARBADE 

Shell Oil Company, Incorporated 
1944-1945 ALAN K. LAUCKNER 

Central Hanover Bank & Trust Company 
1945-1946 CURTIS T. ATKISSON 

Ebasco Services, Incorporated 
1946-1947 ARTHUR E. HALD 


Consolidated Edison Company of New York, Inc. 
Presidents of Chapters 


(See listing under Chapter Directory) 


Managing Director 
BRADFORD CADMUS 


120 Liberty Street 
New York 6, N. Y. 

































Standing— 
Executive 
Budget & Finance 
Admissions 
Auditing: 
Nominating 
Other— 


Editorial 


The Internal Auditor: 


Educational 


Industries 


Membership & Chapter 
Formation 


INSTITUTE COMMITTEES 
YEAR ENDING SEPTEMBER 30, 1948 


John R. Robinson . 
Roberto Millar 

W. J. L. Townsend . 
Rolando Niedenthal . 
Edward Schaefer . 
Santiago de la Cruz . 
Felipe B. Ollada . 


DAVID B. MATHIAS, Chairman 
HERBERT C. M. COBB 
CHARLES J. GHESQUIERE 


HARRIS R. SYMES, Chairman 
PETER J. BUZANGA 
JOSEPH J. CLAIR 


RAYMOND KNOWLES, Chairman 


EARLE H. CUNNINGHAM, Chairman 
ARTHUR E. HALD 

DANIEL H. JOHNSON 

WILLIAM J. L. TOWNSEND 
HARRY H. WARTHEN 


CHARLES J. FUE, Chairman 
c/o The Brooklyn Union Gas Company 
176 Remsen Street, Brooklyn 2, New York 
JOHN F. BRADY 
MAX A. KENYON 
EDWARD J. NOVOTNEY 


ARTHUR J. E. CHILD, Chairman 
J. MAYNARD KEECH 
HERBERT G. KIMBALL 


A. L. SIMPSON, Chairman 
c/o Chrysler Corporation 
341 Massachusetts Avenue 
Detroit 31, Michigan 


GORDON G. CROWDER, General Chairman 


REGIONAL CHAIRMEN 


Foreign 


. . England 
West Indies 
Canada 
Argentina 

‘ Venezuela 
Western Pacific 
Manila 
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REGIONAL CHAIRMEN 


U.S. A. 
Harold A. Martinson . . . . . New England 
Herbert C. M. Cobb .. . . Middle Atlantic 
Harry H. Warthen ... . . South Atlantic 
a eee» » © + 6 « 6 2 eee 
Dan H. Johnson. . ... . . East Central 
Elmer S. Larson. . . . . . . West Central 
Clyde E. Hegman ..... . . Northwest 
Glenn T. Bodman ..... . . Southwest 
Herbert G. Kimball . . . Southern California 
Victor G. Gendron .. . . Pacific Northwest 
Arthur H. Kent . .. . Northern California 


Publication Policy: ARTHUR E. HALD, Chairman 
WILLIAM H. GARBADE 
ROBERT B. MILNE 


Research VICTOR Z. BRINK, Chairman 

CURTIS T. ATKISSON 

ARTHUR J. E. CHILD 

EARLE H. CUNNINGHAM 

HERBERT G. KIMBALL 

ROBERT B. MILNE 

JOHN B. THURSTON 

A. L. SIMPSON, ex-officio (as chairman of 
Industries Committee) 


Seventh Annual Conference CHARLES J. HILL, General Chairman 
Teller JAMES M. CLELAND 


Director of Research 
VICTOR Z. BRINK 





THE INSTITUTE OF INTERNAL AUDITORS, INC. 
MEMBERSHIP BY CHAPTERS 


Aprit 30, 1948 


Total at 


Chapter Sept. 30, 

Location Members Associates Juniors Total 1947 
Baltimore 13 2 — 15 a 
Chicago 103 10 12 125 114 
Cleveland 48 5 13 66 61 
Dayton 35 5 5 45 36 
Detroit 98 15 11 124 112 
Houston 16 2 — 18 — 
London, England 17 2 _ 19 — 
Los Angeles 64 13 18 95 104 
Louisville 15 2 — 17 13 
Miami 20 3 6 29 24 
Milwaukee 29 3 4 36 28 
Montreal 46 7 6 59 52 
New England 35 7 2 44 45 
New York 213 30 19 262 244 
Philadelphia 74 6 1 81 72 
Pittsburgh 46 6 1 53 48 
Rochester 15 1 16 12 
Saginaw Valley 14 1 3 18 19 
St. Louis 47 7 8 62 52 
San Francisco 54 1] 23 88 81 
Toronto 43 15 5 63 56 
Tulsa 19 4 ] 24 21 
Twin Cities 28 3 3 34 27 
Non-Chapter 79 3 8 90 101 
Tora. 1171 162 150 1483 1322 


68 





SUPPLEMENTAL 


LIST OF MEMBERS 


ADMITTED DURING PERIOD 


JANUARY 31, 194 


BALTIMORE CHAPTER 
JEROME R. SENKYR 
United States Industrial Chemicals, Inc. 
EDWARD D. SINGHASS 
United States Industrial Chemicals, 
CHICAGO CHAPTER 


Cc. B. ABSHER 
Lybrans, Ross Bros. & Montgomery 


Inc. 


WILLIAM A. COOK 
Great Lakes Carbon Company 


JOSEPH S. GLICKAUF, JR. 
Arthur Andersen & Company 
ORVILLE J. KACENA 
Western Electric Company, Inc. 
H. W. JENKINS 
Continental Can Company, Inc. 


JOHN E. MARTIN 


Arthur Andersen & Company 


WILBUR D. NEWMAN 
Allstate Insurance Company 


RUSSELL M. PARKER 
Butler Bros. 
MAHLON E. WHITEBREAD 
Cadillac Motor Car Division 
General Motors Corporation 
JOHN W. WILLIAMS 
Allstate Insurance Company 
CLEVELAND CHAPTER 
PETER R. NELSEN 
The Cleveland Electric Illuminating Co. 
HOWARD A. SIDAWAY 
Pickands, Mather & Company 
DAYTON CHAPTER 
G. L. BREDEMEIER 
National Cash Register Company 
HENRY H. ENDERS 
Inland Manufacturing Division 
General Motors Corporation 


ROBERT D. FRANK 
Delco Products Division 
General Motors Corporation 


OWEN E. MAY 
Delco Products Division 
General Motors Corporation 


8 TO APRIL 30, 1948 


JOHN W. QUINLISK, SR 
Delco Products Division 
General Motors Corporation 


DETROIT CHAPTER 
ARTHUR P. BREE 
Kaiser-Frazer Corporation 


ALFRED G. KERN 
Kaiser-Frazer Corporation 
EDWARD A. MATTHEWS 
The Ironrite lroner Company 
L. STEWART MOLYNEAUX 
General Motors Corporation 


WILLIAM E. PINNEGAR 
Kaiser-Frazer Corporation 


HARRY R. ROWE 


Kaiser-Frazer Corporation 


JAMES E. STEAD 


Touche, Niven, Bailey & Smart 


EDWIN C. WALMSLEY 
Wayne University 
HOUSTON CHAPTER 
FRANK C. ANDERSON 
Gulf Oil Corporation 
GEORGE W. BOWEN 
Gulf Oil Corporation 
Gulf Oil Production Division 


J. TREADWAY BROGDON 
Straus-Frank Company 


HOWELL S. FAW 
Hughes Tool Company 
F. M. MOSS 
The Texas Company 
A. LYNN PORTER 
Tennessee Gas Transmission Company 
ADOLPH G. SCHLOSSSTEIN, JR 
Price, Waterhouse & Company 
FLADGER TANNERY 
Humble Oil & Refining Company 
LONDON CHAPTER 
EDWARD E. BULLEN 
Shell Petroleum Company, Ltd 
ARTHUR H. CHEETHAM 
National Coal Board 
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LONDON CHAPTER (Cont'd) 
PERCY B. HILLS 
Dunlop Rubber Company, Ltd. 


MARK D. LITTLER 


Arthur Andersen & Company 


LOS ANGELES CHAPTER 
THOMAS C. COOK 
American Potash & Chemical Corporation 


ROBERT S. WILLIAMS 
Rexall Drug Company 


LOUISVILLE CHAPTER 
LEE E. DENTINGER 
Belknap Hardware & Manufacturing Co 
CARL J. SCHORK 
Riggs Motor Company, Inc. 
MIAMI CHAPTER 
ANDREW MACKINTOSH 


Miami-Flagler Confectionery Corporation 


GEORGE B. ROMFH, JR. 
The Miami Grocery Company, Inc. 


MILWAUKEE CHAPTER 
EDMUND E. ASPENLEITER 
Chain Belt Company 
MARTIN J. FAHEY 
Allis-Chalmers Manufacturing Company 


LLOYD JOSI 
State Line Limestone Company 


DAVID N. LOEBEL 

Geo. J. Meyer Mig. Co. 
LAWRENCE G. REGNER 
Briggs & Stratton Corporation 

CLIFFORD H. SMETAK 

Wisconsin Electric Power Company 
CURTIS B. WEMPLE 
A. O. Smith Corporation 


FRED J. WOOD 
A. O. Smith Corporation 


MONTREAL CHAPTER 
C. R. STRUTHERS 
Dominion Steel & Coal Corporation, Ltd. 


REGINALD F. W. BOTTEN 
Belding-Corticelli, Ltd. 


NEW ENGLAND CHAPTER 
ALBERT F. HARWOOD 
National Rockland Bank of Boston 

FRANCIS J. MEGARO 
Northern Berkshire Gas Company 








NEW YORK CHAPTER 
ROBERT F. ARDREY 
American Type Founders 


RAYMOND BLACK 
The Port of New York Authority 


RICHARD L. BROWER 
The Bowery Savings Bank 


A. A. BUZZI 
Shell Oil Company, Inc 
LEON C. GUEST, JR. 
Sylvania Electric Products 
CARL KARSH 
Doehler-Jarvis Corporation ' 
GEORGE C. KENDALL 
Prudential Insurance Company 


O. J. MASTERSON 
Asiatic Petroleum Corporation 


JOHN T. MOONEY 
Metropolitan Life Insurance Co. 


ROBERT N. MURPHY 
J. P. Stevens & Company, Inc. 
CORNELIUS H. NAGLE 
Reynolds Metals Company 
JAMES L. STONE 
Continental Can Company 
H. A. SWERTFEGER 
Continental Can Company 
NICHOLAS G. TRANCHINA 
Memorial Hospital for Treatment 
of Cancer and Allied Diseases 
FREDERICK J. VEIT, JR. 
Socony-Vacuum Oil Company, Inc. 
CHARLES F. WICKER 
Anaconda Copper Mining Company 
PHILADELPHIA CHAPTER 
BIRON GANSER 
Philadelphia Electric Company 
FRANK B. HOWER 
Textile Machine Works 
JOSEPH A. KYLE 
Ford Motor Company 
PITTSBURGH CHAPTER 
WILLIAM R. DAVIES 
United States Steel Corp. of Delaware 
CLARENCE J. LYTLE 
Consolidated Natural Gas Company 
S. WALLACE McCUNE 
Consolidated Natural Gas Company 
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PITTSBURGH CHAPTER (Cont'd) 
RALPH W. McGREW 
Main & Company 


D. W. MORT 


Westinghouse Electric Company 


E. S. WARD 


United Engineering & Foundry Company 


ROCHESTER CHAPTER 
SAMUEL J. CIRRE 
Community Savings Bank 
GEORGE W. GRIER 
Tobin Packing Company, Inc 
ST. LOUIS CHAPTER 
NICHOLAS J. JUST 
Brauer Bros. Shoe Company 


RALPH E. SANDFORT 
Herman Body Company 


T. 0. SLOAN 
Peabody Coal Company 
DANIEL F. WALSH 
Standard Brands, Inc 
H. N. WEAVER 
Bemis Bros. Bag Compan 
PAUL L. WILTON 
Haskins & Sell 
TORONTO CHAPTER 
ARCHIE H. CLARK 


The Goodyear Tire & Rubber Company 


PETER G. McHARDY 


Dunlk p Tire & Rubber Goods C ’ Ltd 


TWIN CITIES CHAPTER 
LAWRENCE E. ANQUIST 
F. H. Peavey & Company 


DONALD A. CONSTANS 


Burroughs Adding Machine Company 


GLENN F. HANSON 
Gamble-Skogmo, Inc 


ROSS LOUIS KOEPP 
United Properties, Inc 


MARSHALL J. LANG 
Hawthorn Fuel Company 


MYRON E. LEE 


Minnesota Mining & Manufacturing Cx 


LYLE E. THOMPSON 


Minnesota Valley Canning Company 


NON CHAPTER 


ANDREW BITSKO 
Puerto Rico Aqueduct & Sewer Service 


GEORGE W. COCHRAN, JR. 
E. 1. duPont de Nemour & Company 


ROBERT B. EDDY 
Ranco, Inc 
D. B. GIEZENTANNER 


University of Oklahoma 


COLEMAN L. GRIGGS 
Wisconsin Steel Coal Mines of 
International Harvester 


A. G. JARRETT, SR 


American Enka Corporation 


EVERILDO A. JEREZ 
Cia Cubana de Aviacion, S. A 


J. S. LANG 
British Columbia Elec. Railway Co., Ltd 


WILLIAM R. LOMAX 
Black Mountain Corporation 


WILLIAM MacKENZIE 
Hilo Electric Light Company, Ltd 
Hilo Gas Company, Ltd 


ROBERT C. MILES 
Ranco, Inc 


MARSHALL J. ST. JOHN 
Hartford-Empire Company 


WILFORD D. SAWYER 
Eagle-Picher Company 
EVARTS J. WAGG 
Chesapeake & Potomac Telephone ( 


TRANSFERS 
Junior to Member 
Los Angele Chapter 
WOODROW 5S. JESSON 


New York Chapter 
JAMES F. BLUNK 
SAMUEL S. KRAGLER 
CHARLES A. TERHUNI 


Saginaw Valley 


DALE REED 
San Francisco 

A. M. LACOMBI 

Associate to Member 
Non Chapter 

R. H. BARRETT 
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ERRATUM 


The business affiliation of Mr. Robert P. S. Miller is Philadelphia Saving Fund So- 
ciety and not The United Distillers of America as shown in our March issue. 


BUSINESS AFFILIATION CHANGES 


B. W. BOURS, JR. FREDERICK V. HARDING ' 
J. S. Stuart Manufacturing Co. Income Tax Department 
Dominion Government 
CHARLES F. BRAUER 
International Derrick & Equipment Co. NORMAN S. IRELAND 


John S. Entwistle & Company 
J. HADLEY EVANS i : as 
Stix Baer & Fuller JAMES A. WADSWORTH 
American Steel & Wire Co. 





EMPLOYMENT SECTION 


HE Employment Section is intended to be of assistance 

to InstiruteE members desiring to make new connec- 
tions and to companies having internal auditing positions 
available. The names of interested members or of com- 
panies requesting space in this section will remain anony- 
mous, if desired. 


All communications should be addressed to The Secre- 
tary—Tue Institute or InTERNAL Avupitors, Room 404, 
120 Liberty Street, New York 6, N. Y. Reference should 
be made to the Box “E” number. 











AUDITORS—OVERSEAS DUTY 


Accounting degree—3 to 5 years public accounting experience. 
Knowledge German. Send complete resumé to Box E149. 





SUBSCRIPTION ORDER 


Tue INTERNAL AUDITOR, 
120 Liberty Street, 
Room 404, 
New York 6, N. Y. 
Please enter my subscription for THe INTERNAL AvupIToR 
en year(s) beginning with the issue for the ............000000 


quarter, at the rate of $4.00 per year. 


cn in payment thereof. 


GED. ccsnssnaveisvisseesnsnnnnssicnennesidinatnsiieasnieniatininaninitein 
TN is cieidat sal eniiolise iis aieiieihiaiath a beabibiabiaemmalch beatae ha baeactiaan 





Requiescat in Pace 


James B. Trovutt 


Non Chabter 


Epcar C. FARRELI 


San Francisco 

















Publications of The Institute of Internal Auditors 





Increasing the Usefulness of internal Auditing 
ADDRESSES Presented a 
SIXTH ANNUAL CONFERENCE OF THE INSTITUTE — 1947 

SUMMARY ~ of recent trends showing the broadening scope and use- 
fulness of Internal Auditing. individual articles cover apocifie phases 

of the following general themes—Rec Developments in Internal Audit- 

ing, re-Appraisal of the Systems of Gases Control, and case histories of 

special Management Service. Price $2.50 





Internal Auditing — A Post-War Reappraisal 
ADDRESSES Presented at the 
FIFTH ANNUAL CONFERENCE OF THE INSTITU FE — 1946 

RECONSIDERATION of the fundamentals of Internal Auditing in the 

light of post-war conditions. Subjects covered include—Service of 
Internal Audit to Management, Training of Internal Auditors, Development 
of Audit Programs, Internal Audit Reports, and Coordination of Internal 
Auditors and Public Accountants. Price $2.00 


Internal Auditing — Now and After the War 
PAPERS AND DISCUSSIONS Presented at the 
THIRD ANNUAL CONFERENCE OF THE INSTITUTE — 1944 


UBJECTS treated and discussed by leading internal auditors, public ac- 
countants and authorities in related fields include—The Modern Inter- 
nal Auditing Department in Operation, Significant Failures of internal 
Control, Basic Principles of Internal Auditing, and Formal Education 


Courses in Staff Training. Price paper-bound $1.75 








Internal Auditing Philosophy and Practice 
Edited by CHARLES J. FUE 
PAPERS PRESENTED During the 1942-1943 Season of THE INSTITUTE 

HIS volume comprises six parts: |. Internal Auditing Techniques, !!. 

Internal Auditing and Management, I!!. internal Auditing and Public 
Accounting, IV. Internal Auditing and the Securities and Exchange Com 
mission, V. Internal Auditing and Wartime Problems, and VI. Internal 
Auditing and the Future. Price $2.50 





Managerial Control Through Internal Auditing 
Prepared by the Research Committee of 
THE INSTITUTE OF INTERNAL AUDITORS 


ODERN Internal Auditing lies in the area of management control. 

This concise volume has been published to guide business manage- 
ment in the utilization of its internal auditing staff; how, as a tool of 
management, modern internal auditing has progressed far beyond the 
arithmetical verification of accounts, records and financial statements; 
how it has become a complete intra-company financial and operational re- 
view embracing perfection of the system of internal control and reliable 
assurance of adherence to the standards of performance. Price $1 50 





Order any of above publications from your favorite bookseller or directly from 
BROCK and WALLSTON, Publishers, 39 Atlantic St., Stamford, Conn. 





Other Publications on Internal Auditing 


INTERNAL AUDITING—by VICTOR Z. BRINK $5.00 
A text and guide book to Internal Auditing 
Ronald Press—15 East 26th Street——-New York 10, N. Y. 


INTERNAL CONTROL STANDARDS AND RELATED 
AUDITING PROCEDURES $5.00 
by WALTER H. KAMP and JAMES A. CASHIN 
A case history description of an internal control program and coordinated 
internal auditing practices. 


Brock and Wallston—39 Atlantic Street—Stamford, Conn. 




















